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entire Barber line 
Conversion Burn- 
Appliance. Burn- 
» and Regulators. 


ANY air conditioning or heating equipment, water heater, 
kitchen range or other gas burning appliance for home 


or commercial use, when fitted with a Barber Regulator, de- 
livers more satisfactory service and greater fuel economy. 
But a regulator of approved reliability, such as BARBER, is 
the only kind which gives permanent satisfaction. Leading gas 
authorities and utilities know this—hence the widespread ap- 
proval and recommendation of Barber Regulators. Built with 
substantial body, brass working parts, phosphor bronze 
springs, finest non-deteriorating diaphragm. A regulator which 
is unusually well made, yet competitively priced. 


BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 
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You cut perfect I to 


2’ pipe threads with 


LAE of for” with 


Precision-built, Self-contained 





RIGQRID No. 65R stands up hand- 
ily on the floor. 


@ If you’ve never used this 
remarkable steel-and-malle- 
able No. 65R die stock, you 
have a pleasant surprise com- 
ing. Workholder sets to pipe 
size instantly, no bushings to 
fool with—dies adjust to 1”, 
14%”, 1%” or 2” pipe in 10 sec- 
onds! With least possible ef- 
fort the high-speed steel chas- 
ers cut smooth perfect threads 
on any pipe. It’s precision 
quality in every part. For per- 
formance and long life . . . 
for surprisingly easy thread- 
ing ... buy the RIZAID 65R 
at your Supply House. 


LI 


* WORK-SAVER PIPE TOOLS 


THE RIDGE TOOL COMPANY «+ ELYRIA, OHIO, U.S. A. 
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B’ the time this issue appears in print 
and is generally available for dis- 
tribution, the members and delegates of 
the Edison Electric Institute will have 
convened for their annual meeting at the 
Waldorf Astoria hotel in New York city. 
The importance of this meeting tran- 
scends even the weighty fact that it will 
be the first general postwar gathering 
which, of itself, requires consideration of 
so many industrial problems peculiar to 
this difficult transitional period. The fact 
that the electric power utility industry is 
faced with developments threatening its 
continued existence as a leading branch 
of the successful American system of 
free private enterprise commands the 
serious attention of this great industrial 
organization. 


To that end we salute the members of 
the institute and wish them every success 
in their deliberations and discussions. To 
that end, also, we have tried to assemble 
in this issue a collection of articles and 
interpretative material which we hope 
will aid and promote fruitful discussion 
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PURCELL L. SMITH 


along these lines. The continued success 
of the electric power industry as part of 
the American plan is every bit as impor- 
tant as the success of American business 
as a whole. It cannot be cut off or elimi- 
nated without ensuing damage to the re- 
maining structure of American business. 


* * * * 


URCELL L, SmituH, whose article en- 

titled “Operation NAEC” opens this 
issue, entered the utility field in 1916 
from the investment firm of Lee, Hig- 
ginson & Company, joining the North 
American Light & Power Company. In 
1923 he became associated with the IIli- 
nois Power & Light Company where he 
rose to the position of treasurer and vice 
president. In 1929 he joined the National 
City Company of New York as managet 
of the public utility department and sub- 
sequently became assistant vice presi- 
dent, a position he held until 1934 when 
he returned to Chicago as vice president 
in charge of finances of the Common- 
wealth Edison Company. He became 
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Were staking 20000000 more 
on the future of New York 


We have already started — in our plants and 





in our distribution system — on our five-year 
plan for expansion of our electric, gas and 


steam facilities. 


Some of the improvements will be finished 
this year; others are in the blueprint stage. 
And — since we make it our business to anti- 
cipate New York's growth — we shall have 
at the end of five years... 


15% more electric generating capacity 
12% more gas manufacturing capacity 


and a strengthened and extended distribution 
system 


This money is being invested in the future 
of New York. We believe in the continued 
growth of our City commercially, indus- 
trially, and as a place to live. 


Under this five-year plan we shall be able to 
continue giving New York the best Utility 
service at the lowest possible cost. 
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president of the Middle West Corpora- 
tion December 1, 1937, the position he 
resigned to become president of the Na- 
tional Association of Electric Companies 
when it was organized last year. 


*x* * * * 


OHN E, BENTON, whose article on the 
future prospects of utility rate-mak- 
ing procedure begins on page 743, is at 
present the advisory counsel for the Na- 
tional Association of Railroad and Utili- 
ties Commissioners. But he will be read- 
ily recalled by our readers for his long 
and distinguished service as general so- 
licitor of the association since 1920 until 
1945 when he shifted to his present ad- 
visory capacity amid a grateful con- 
gratulatory chorus composed of the en- 
tire membership of the state utility com- 
missioners’ organization. During that 
long period Mr. BENTON was in charge 
of the NARUC headquarters in Wash- 
ington, D. C. Born in 1875 he was ad- 
mitted to the Massachusetts bar in 1898, 
and was the author of the Public Service 
Commission Act of New Hampshire 
where he served on the state commission 
from 1911 to 1915. Prior to joining the 
NARUC, he served as solicitor for the 
ICC Bureau of Valuation. 


* * * * 
Raye J. O'NEILL first started writing 
about atomic energy in an exclusive 


story in 1937 in the New York Herald 
Tribune, of which he is science editor. 





© Lou Perdick 
JOHN J. O'NEILL 
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ROY GODLEY 


The same year he was awarded the Pulitz- 
er prize by Columbia University for 
the most outstanding work in journalism. 
He was the first scientific journalist to 
tell the world in 1940 that atomic energy 
had been positively released. In March 
of this year he was awarded the George 
Westinghouse medal “for distinguished 
service in science writing.” He originated 
the “Supreme Court of Wisdom,” which 
attracted widespread attention during the 
Harvard tercentenary celebration in 
1937. He is the author of “Prodigal 
Genius—The Life of Nikola Tesla” 
(1944), “Almighty Atom—The Real 
Story of Atomic Energy” (1945), and 
“You and the Universe” (1946). 


* * *. * 


R” GopLey, who is rural service man- 
ager of the Edison Electric Insti- 
tute, is a new contributor to our pages. A 
graduate of Oklahoma A&M College in 
1932 and West Virginia University 
(MS, ’34), Mr Gopiey was an agricul- 
tural agent in Ritchie county, West Vir- 
ginia, before joining the Monongahela 
Power Company in 1936. He established 
a rural electrification program in ten 
counties of the company and his success- 
ful activities led to his new post. 


THE next number of this magazine 
will be out June 20th. 
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OF PARTICULAR INTEREST TO 
PUBLIC UTILITY OFFICIALS 


Remington Rand and Addressograph-Multigraph, 
together, present a basically new development 


in Public Utility customer accounting... 


4 pac THE cooperative efforts of our two companies, a further refine- 
ment in public utility customer accounting has been evolved. 

Its keynote is simplification. 

Its backbone is a unique coordination of Addressograph Billing Units, 
Remington Rand Synchro-matic Billing Units, Tabulating Machines and 
Remington Rand Systems and products. 

Its importance to you lies in the time and money it will save in your 
normal customer accounting procedure. This exceptional economy is 
obtained through the elimination of multiple functions, the production of 
major records as by-products of routine operations, and the achievement 
of a feasible one day spread between meter book reviewing and finished 
billing. 

A film has been produced outlining this new development in customer 
accounting. You may request a showing—or, as a preliminary introduc- 
tion, write for a complete draft of the plan. A detailed flow chart of opera- 
tions accompanies the latter. There is no obligation or expense. Please 
address inquiries to: 


PUBLIC UTILITIES DEPARTMENT 
Rem, Rand 
mington 


315 FOURTH AVENUE NEW YORK 10, N. Y. 
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HERE'S POWER For INDUSTRY 


TWIN BRANCH 
324,000 H.P. 





N the territory served by the 

A. G. E. System, the indus- 
trialist seeking favorable location 
will find abundant natural resources 
which include the world’s greatest 
coal fields. Producing power from 
these fields and solidly intercon- 
nected by a network of transmis- 
sion lines are the eight principal 
power plants in the company’s cen- 
tral system. These and supplemen- 
tary steam and water power plants 
provide 2,447,200 horsepower ca- 
pacity—a tremendous pool of de- 
pendable low cost power. 
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Wheeling Electric Company 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





Rosert Woop JOHNSON 
Board chairman, Johnson & 
Johnson. 


W. Aton JoNEs 
President, Cittes Service Company. 


BEARDSLEY RUML | 
Chairman, New York Federal 
Reserve Bank. 


MICHAEL W. STRAUS 
Commissioner, U. S. Bureau of 
Reclamation. 


W. C, DoHerty 
Vice president, American Federa- 
tion of Labor. 


Henry O. TALLE 
U. S. Representative from Iowa. 


EpitorIAL STATEMENT 
The Wall Street Journal. 


Excerpt from policy statement by 
research committee of Committee 
for Economic Development. 


WituiaM M. WHITTINGTON 
U. S. Representative from 
Mississippi. 
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“When will the people learn that the government can 
do little?” 


aa 


“What is this system of free enterprise? Boiled down 
to its essence it is one of risk taking.” 


a 


“A sound fiscal policy by the government will aid strong- 
ly in getting high production and the high employment 
which we all want.” 


* 


“It is my firm belief that the normal program of the 
Bureau [of Reclamation] now should be conducted at an 
annual rate of not less than $300,000,000.” 


* 


“When labor does consider the use of the strike, the 
cost should be counted, the cost to labor and the public 
as well as the long-haul costs to management.” 


* 


“Money without goods—that is our two-sided problem. 
The solution is expansion of production on the goods 
side, and contraction of the Federal debt on the money 
side.” 


* 


“The industrial worker has not been the only one whio 
failed to see through the problem of cheapening unit 
production costs. Management has often failed to show 
the workers how the process benefited them.” 


> 


“Price control has no permanent place in the peacetime 
American economy. The restoration of an economy of 
free prices in the near future must be a primary objec- 
tive. Long-continued price control is a threat to all our 
freedoms.” 


oa 


“Reclamation under the Bureau of Reclamation and 
flood control under the Corps of Engineers are author- 
ized along the Missouri in the Flood Control Act of 1944. 
It is now time for agitation and controversy to cease and 
for construction to begin.” 
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AFORWARD STEP IN 
COMPLETE RURAL 
ELECTRIFICATION 


Text Idaho Power Company—a pioneer in rural electrification—serves ap- 

proximately 90% of the farms in its service area. But this is not sufficient by the stand- 
ards of our company’s announced pledge: To assume complete responsibility for electric 
service in our entire territory. 


To that end we now have scheduled or under construction nearly 1,000 .miles of 
new rural lines. Expansion will go forward as rapidly as delivery of materials permits, 
bringing electric service to additional farms at the same low rates that town and city 
customers enjoy. 


Electric service utilization in our territory averaged 2,750 kwh per farm customer 
last year, exclusive of irrigation pumping. Our continuing aim is to help make farm- 
ing more profitable and farm living more comfortable. As new equipment becomes 
available and peace-time progress of the industry is resumed, we expect to set new records 

in the field of farm electrification and utilization. 


IDAHO ¥ POWER 


A CITIZEN WHEREVER IT SERVES 




















REMARKABLE REMARKS—( Continued) 


EprrortaL STATEMENT 
The New York Sun. 


Emit SCHRAM 
President, New York Stock 
Exchange. 


JoserH H. BALL 
U. S. Senator from Minnesota. 


Harry BRocKEL 
Municipal port director, Mil- 
waukee, Wisconsin, 


Excerpt from petition by the execu- 

tive committee of the Rhode Is- 

land branch of the Congress for 
Industrial Organizations. 


A. J. Nypick 
Executive secretary, American 
Council of Commercial 
Laboratories. 


Hatton W. SUMNERS 
U. S. Representative from Texas. 


Epitor1AL STATEMENT 
The New York Times. 


“ .. it is vital to the nation’s welfare that government 
statistics be above reproach; that they provide one source 
to which all can turn with the certainty of getting ac- 
curate information.” 


> 


“The tendency toward a lower average rate of return 
in a dynamic society is not in itself alarming, but it means 
that we must have an environment more conducive to the 
making of investments initially.” 


¥ 


“There is a real danger today that in our discussion of 
political issues we will place so much emphasis on achiev- 
ing economic security for everyone that we may achieve 
it at the expense of freedom—both political and economic 
—for the individual.” 


> 


“ _.. when Edison invented the incandescent bulb, the 
gas industry declaimed the impossibility of. electric light- 
ing . , . Nevertheless . . . electric lights have become 
commonplace . . . benefits have exceeded: expectations, 
and predicted disasters have not materialized.” 


> 


“Long in control of the destiny of both the national 
economy and the machinery of government, big business 
in capitalistic democracies not only seeks to perpetuate 
its control but also resists any change in a world which 
is undergoing the most rapid changes in the history of 
mankind,” 


* 


“In times of emergency, the American government is 
quick to call upon the enterprising spirit of the American 
businessman to help out the nation, but as soon as the 
crisis is over the advocates of government domination of 
the nation’s business press for an ever-increasing take- 
over by the government.” 


* 


“A democracy is an association of private persons en- 
gaged in the common enterprise of governing themselves. 
I don’t care how you figure it out, the people are the 
governors. Only when we get governmental responsi- 
bilities back to the states, where they belong, can we strip 
the Federal government down to Federal business.” 


> 


“In time a sharp increase in the standard of living of 
the wage earners as well as other groups is inevitable. 
But to attempt to force in a relatively short period changes 
which may be justifiable at some future date is to erect 
a barrier against the attainment of the high level of em- 
ployment. which will be so urgently required during the 
transition period and after.” 
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WITH 


SYNTHOL 


INSULATION AND JACKET 


Each of the 7 conductors in the CRESCENT Control 
Cable shown here is insulated with SYNTHOL thermoplas- 
tic and the cable assembly as a whole is protected with a 
SYNTHOL sheath. SYNTHOL is more stable than rubber 
compounds, It is highly resistant to moisture, oils and most 
chemicals and will not support combustion. 


The individual conductors are color coded for easy 
identification. 


CRESCENT Control Cables are widely used for remote 
control operation of motors, circuit breakers and other 
electrical power equipment, and for many types of auto- 
matic or supervisory control circuits. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @ 


WIRE and CABLE 
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with another C-E unit 


A C-E Steam Generating Unit, designed for a pressure 















of 900 psi, a total steam temperature of 835 F and a 
maximum continuous capacity of 189,300 Ib of steam 
per hr, was placed in service in 1940 by The Kansas 
Power & Light Company in its Riverside Station at 
Abilene, Kansas. 


A duplicate unit has recently been ordered. A-956A 


COMBUSTION 
ENGINEERING 


200 Madison Ave., New York 16, N. Y. 


C-E Products include all types of Boilers, 
Furnaces, Pulverized Fuel Systems and Stokers; 
also Superheaters, Economizers and Air Heaters 
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FASTER 












WITH THE 


DAVE Y 
AUTO-AIR 


Whether it’s breaking up a section of concrete, emergency welding, 
or doing more extensive construction work . . . this truck, equipped with 
the Davey-Auto-Air-Welding combination, assures fast transportation of 
crew, tools and materials . . . provides compressed air . . . furnishes 
electricity for welding . . . and all power is supplied by the truck’s engine. 

You can save manpower, time, space, maintenance, and original cost 
by converting one or more of your trucks this way. Select one of these 
three units—the Auto-Air Compressor; the Compressor and Welder; or 
the Compressor, Welder, and Lighting Generator Combination . . . have 
it mounted locally on your truck with the Davey Heavy-Duty Truck Power 
Take-Off installed in the drive-shaft of the truck. 

Available in 60, 105, 160, 210 and 315 cu. ft. capacities Auto-Air and 
200 or 300 amp. welding generators. 

Utilities Are Making the Davey Pneumatic Saw Standard Equipment 
For cribbi shoring, piling, bu ding operations—felling and bucking trees. 
pF. caw Hf —~—F FFF IF 

onl lene service * cross-cut teeth are easily sharpened. 

Bring Your Engineering Library Up-To-Date 
or fie sce a See SRS a a, nt, rma 
Scher caulacerlig damn. ae a ne 
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UNILITY | 
REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 
$6.50 


Included are discussions of vital questions, such as: 





- Taxes in Relation to Rates 


- Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
- Inflation and Utility Rates 


- Rates of Public Service Corporations 
and Other Price Levels 


- Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 





Potomac Electric Power Company Modern 
General Offices at 10th and E. Sts., N. W. 


Potomac Electric Power Company offices and power plant 
at 14th and B Streets, N. W. at the turn of the century. 


SINCE 1896 it has been our privilege to contribute our 
part toward the growth and progress of The Nation’s 
Capital . . . through a constantly dependable supply of 
Electricity and “Matchless Service”. 


poramat ilk POWER 
tap /aine 
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For more and better Trench, at least cost. . 


PUT A 


CLEVELAND 


ON THE LINE 





Clevelands . . . Modern, dependable, rugged and 
fast — represent the highest development in the full- 
crawler, wheel type trencher, pioneered by ‘‘Cleveland’’ 
more than twenty years ago. 

A wide range and combination of digging and 
travel speeds, ample power for the toughest going in 
all kinds of soil and terrain, ease of handling, low fuel 
and operating costs and minimum times out for repairs, 
are some of the many practical advantages charac- 
teristic of Clevelands that assure you most completed 
trench at least cost on all your trenching jobs. 





Vv 


THE CLEVELAND TRENCHER COMPANY 
20100 ST. CLAIR AVE. ¢ CLEVELAND 17, OHIO 
“CLEVELRRDS” Save More ... Because They Do More 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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JOE DOAKES and 
UNITED NATIONS... 


—Our Problem’s Your Gain 


ODAY it seems that almost everybody is moving 
to Long Island. 


And whether it's thousands of plain Joe Doakes, 
fresh out of the Armed Service, or our friends of the 
United Nations—all will be our neighbors and calling 
on us for gas and electric service—and quickly! 


It's a large order, but, as in wartime, public utility 
service simply can't be “too little or too late’—and it 
won't be. 


While this great growth may be a big problem to 
us, it's good news to businesses that want to locate 
where there is a large population of substantial home- 
owning folks who take an interest both in their work 
and community life. 


If skilled labor is your need, get the facts about Long 
Island as a place for your future business location. Our 
business development department is ready to serve 
you. 


ADDRESS — BUSINESS DEVELOPMENT MANAGER 


Long Island Lighting Company 
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XIDES have the high voltage and capacity needed to meet 

all the storage battery requirements of public utility power 
stations. In many hundreds of stations they perform a multi- 
tude of duties—closing and tripping switch-gear, operating the 
control bus, supplying current for motor generators, motor con- 
verters, rotary converters or rectifiers, indicating lamps, etc. And 
in numerous installations they stand ready to take over, auto- 
matically, the supply of emergency lighting. 


Exide makes several types of storage batteries for control 
bus operation. These batteries have earned the confidence of 
engineers everywhere, and their widespread use in public utili- 
ties is proof of their dependability, long-life and ease of main- 
tenance. When you buy an Exide, you Buy to Last. 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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There are many types of alloy steel 
- each with its own particular proper- 
ties and characteristics, such as reac- 
tions under the heat of welding and 
bending. Grinnell engineers are fa- 
miliar with these reactions and have 
developed closely controlled and 
metallurgically supervised procedures 


corrosion resistance and for high 
pressure and high temperature 
applications. 

Whatever the piping requirements, 
Grinnell has the specialized engineer- 
ing knowledge and experience to 
handle the job — from first plan to 
actual operation. Grinnell = supply 


everything from a tiny tube fitting to 
a complete power plant installation. 


GRIGPELL 


for fabricating alloy piping to obtain 
the full advantages of alloy steels for 


GRINNELL COMPANY, INC. Executive 
Offices, Providence 1, R. I. Branch warehouses 
in principal cities. Manufacturing Plants: 
Providence, R. I.; Cranston, R. I; Atlanta, Ga.; 
Warren, Ohio; Columbia, Pa. 











This page is reserved.under the MSA PLAN (Manufacturers Service Agreement) 














1946 Hf June 6, 1946 Public Utilities Fortnightly 











~ ROCHESTER.NLY.. 


“A Good City to Live In” 





Good Diversification of Industries 
Good Working Conditions 

Good Transportation Facilities 
Good Homes 

Good Schools 

Good Business Opportunities 
Good Community Spirit 


Good Gas and Electric Service 


We take pride in the part we have played 
in developing the area we serve and in 
promoting the prosperity and welfare of 


its people. 


Rochester Gas and Electric 


CORPORATION 
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ne help increase 
*Take-Home Savings” 


The Treasury Department has published two new 
booklets to help you and your employees realize 























the utmost benefit from your Payroll Savings Plan. 
“Peacetime Payroll Savings Plan” for key execu- ey 
tives offers helpful suggestions on the conduct a 
of the Payroll Savings Plan. * 
“This Time It’s For You” is for distribution to em- 2 
ployees. It explains graphically how this conven- th 
ient, easy thrift habit works. It suggests goals ar 
to save for and how much to set aside regularly 
in order to attain their objectives. U 
If you have not received these two booklets, or i 
desire additional quantities, communicate with Sl 
your State Director of the Treasury Department's bth 
Savings Bond Division. b te 
hte 
ie 
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| 0 
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The Treasury Department acknowledges with appreciation the publication of this message by 
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This is an official U. S. Treasury advertisement prepared under the auspices 
of the Treasury Department and Advertising Council 
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HT CONTROL. 


GIVES YOU LIGHT 
_.. WHEN NEEDED 


The inconspicuous, tugged “SUNSWITCH”’ unit shown, 
automatically switches street lights “on” and “off” by means of 
a sensitive ~photo-electric cell operating entirely according to 
the foot-candle value of daylight .. . gives illumination. always 
and only when needed. _ 























Unit housed in extruded aluminum. Installation is simple: — a 
30° twist makes a perfect electrical and weatherproof coupling. 


SUNSWITCH, the first compact electronic light control, offers 
the most modern method of switching street lighting. Applicable 
to series or multiple circuits and individual installations. Vacuum 
tubes and other components operate at much below capacity 

-insuring unusual longevity and low maintenance -costs. 
SUNSWITCH units are now available for testing on your 
own lighting systems. 


SPECIFICATIONS - MODEL No. 8239 


Operating voltage 105 to 125 volts, 50-60 cycles. (Also available for 210 to 250 volts: 50-60 , 
cycles to special order.) 4 
Power consumed approximately 10 watts. ? ; 
Sensitivity from 1 to 10 foot-candles, as specified. 
| Operating load on contacts — 1800 watts 15 amps. non-inductive or incandescent light load. 
} Capacity for momentary inrush load current — 160 amperes. 
Height complete unit 9°". 
Diameter 44”. 
| Weight complete with base and mounting bracket — 5} Ibs. 


RIP LE ¥ Compaiy, de 


-Industrial Controls Division ft 
NEW LITCHFIELD STREET, TORRINGTON, CONN. = "Syamy 









OTHER APPLICATIONS 


include outdoor advertising, airport 
beacons and runways, radio masts, 
hatcheries, greenhouses, etc. 
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Available Immediately! 
Limited Edition 
REGULATION OF 
RATES AND SERVICE 
OF PUBLIC UTILITIES 


A Volume Containing All Committee Reports and Papers 
Submitted at the 1945 Convention of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Including round-table discussions and reports on the following timely 
and important subjects: 





The Rate Base—Rate of Return—Future of Telecommunications—Natural 
Gas _ Investigation—Aviation—License Contract (Telephone Com- 
panies )—Jurisdiction of Federal Power Commission and State 
Commissions Over Electric and Gas Companies—Legislation 
—Cooperation Between State and Federal Commissions 
—Accounting and Valuation 


$3.00 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1945 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 


What is the Measure of the Rate Base? What is the Measure of a Fair Return Thereon? 


Address of John E. Benton, Advisory Counsel of the Association ...............see00+: $1.00 
Some Aspects of the Rate Base, with Incidental Reference to the Rate of Return. Address of 

Be eee G. Beeeer BC Comet... oc wecccccsccedecesccscesccesectesebevstcekes 1.00 
Future of Telecommunications as a Result of Improvements Made During the War. Ad- 

dress of Federal Communications Commissioner Paul A. Walker ...............0000: .50 
Interpretations of Uniform System of Accounts for Electric Utilities ...............60.000: 1.50 
Interpretations of Uniform System of Accounts for Gas Utilities ..............sseeeeeeees 1.50 
Interpretations of Uniform System of Accounts for Water Utilities ..............+00-e000. 1.50 
ee re i Od cass oncadonsinsssss ncbdcdoctsscvesuvbceehnas 1.00 
Progress in Regulation of Public Utilities, Committee Report on .............0esseeeeees 1.00 
Natural Gas Investigation 

Address of Chairman Richard B. McEntire of Kansas ............000eseeceeeeceneees 75 

Address of Mr. Warren Henry of Illinois (with illustrated charts) ................+++ 1.00 
1944 Depreciation Report (Supplement to 1943 Report) ..........ceeeeececcecceceeceece 1.25 
ET rene, Beret tit eo 3.50 


(Where remittance accompanies order we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD 


AND UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING WASHINGTON, D. C. 
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® You can use these two business systems profitably if you write records 
by hand, or do a business where cash receipts or charges are involved. Both systems are 


ultramodern in appearance as well as performance, and offer many ad- 


vantages to utility companies. Here are a few: Speed the writing of records; reduce mis- 


takes; assure complete control over all transactions; safeguard the cash 
drawer. To fully appreciate their usefulness you should see them in action. This may be 
arranged at no obligation whatever. Or we shall be glad to send literature 


which contains complete details. Write Dept. F-66. 


THE EGRY REGISTER COMPANY 


DAYTON 2, OHIO 


EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Streets, Toronto, Ontario, Canada 
Egry maintains sales agencies in all principal cities 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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_ rural electrification is underway. At its com- 


Area-W ide 
Rural Electrification 


Our Goal 


PES slowed down by shortages 


of materials and equipment brought about 


by recent strikes, our program of area wide 


pletion, electric service will be available to 


95% of the farms within our service area. 


ALABAMA POWER COMPANY 
Helping Develop Alabama 
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6 Ty" { Pennsylvania Telephone Association begins convention, Pittsburgh, Pa., 1946. 





F 1 Oregon Telephone Association will hold convention, Portland, Or., June 21, 22, 1946. 





Ss 1 a Utility Engineers will hold annual conference, Belgrade Lakes, Me., June 25-27, 




















8 
9 S 4 Canadian Electrical Association annual convention will be held, Banff, Alberta, June 
26-28, 1946. 
10 M ¥ California Independent Telephone Association annual convention will be held, Santa 
Monica, Cal., June 27, 28, 1946. 
| . 
Il T* ¥ Gas Appliance Manufacturers Association begins annual meeting, Chicago, IIll., 1946. 
12 W 4 Pacific Coast Electrical Association annual convention starts, San Francisco, Cal., 1946. 
13 T § American Water Works Association, New Jersey Section, will hold meeting, Little 
| Falls, N. J., June 28, 1946. 





I Washington Independent Telephone Association begins convention, Spokane, 
14) F | 1 pach fone. © 








15 Ss { American Water Works Association, Southeastern Section, will hold meeting, Sept. 
9-11, 1946. 








{ American Water Works Association, Western Pennsylvania Section, will hold meeting, 











16 S Sept. 12, 13, 1946. 

17 M 1 gr dag Power Commission resumes natural gas investigation hearing, Washington, 
18 T* @ Michigan Telephone Association will hold convention, Lansing, Mich., Sept. 18, 19, 1946. 
19 W { Canadian Gas Association begins annual convention, Murray Bay, Quebec, 1946. 
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Ashtabula Power Plant, Courtesy, Cleveland Electric Illuminating Company. 


The Vigil of Public Service 





Public 
Utilities 


FORTNIGHTLY 


Vor. XXXVII, No. 12 


Operation NAEC 


Executive head of a new utility organization in Wash- 

ington gladly admits that it is doing all it can to 

present true facts about a business which has been 
suffering from unfair criticism. 


By PURCELL L. SMITH 
PRESIDENT, NATIONAL ASSOCIATION OF ELECTRIC COMPANIES 


HE National Association of Elec- 

tric Companies is dedicated to the 

proposition that the well-being 
of the electric service industry is es- 
sential to prosperity and to an increas- 
ingly better standard of living in the 
United States. 

We submit that this industry, which 
supplies more than 80 per cent of the 
electrical energy produced in this na- 
tion, is a keystone in the economy of 
the United States. More than that, it 
is a symbol of the American way of 
life, a true representation of free enter- 
prise in action. 

The industry was born a little more 
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than fifty years ago, when Thomas A. 
Edison built the first generating plant. 
Since that time it has grown, through 
good times and bad, expanding its fa- 
cilities to serve more and more custom- 
ers, developing and encouraging great- 
er utilization of electrical energy at 
unit costs that have steadily decreased. 

The industry underwent its most 
crucial test during World War II. 
Faced with unprecedented demands 
and through a period of critical short- 
ages of materials, the industry met the 
challenge so well that J. A. Krug, then 
director of the Office of War Utilities, 
said, ‘Power has never been too little 
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nor too late. At no time during the war 
was it necessary to curtail power con- 
sumption because of insufficient sup- 
ply ... and the United States ended the 
war with lights burning, with every 
machine fully powered, and with elec- 
tric energy to spare. This climaxed the 
attainment of the impossible.” 


HAT boots it to repeat the achieve- 

ments of the electric service in- 
dustry? I believe that it is highly im- 
portant to enumerate and reiterate 
those achievements for two reasons. In 
the first place individuals in the indus- 
try are so familiar with them that they 
have tended to forget them, and they 
should relearn them. In the second 
place, the public is not sufficiently 
aware of them and efforts should be 
continued and augmented with the ob- 
jective of actually getting the story 
across. : 

The point is that the electric service 
industry today is supplying more than 
80 per cent of the nation’s power re- 
quirements — and is here to stay. 

The industry is not without its prob- 
lems, but I believe that the right atti- 
tude to take is to accept those problems 
as a challenge to better and better per- 
formance. We can do it; we are doing 
it. 

The electric service industry has al- 
ways had problems, but the test of a 
growing industry is its willingness and 
ability to meet and dispose of its prob- 
lems and be ready for new ones. A 
pitcher can’t display his skill if nobody 
ever comes to bat! 

The early problems were of a tech- 
nical nature — Edison, his contem- 
poraries, and successors tackled the 
job of making electric service work in 
an era that knew only other forms of 
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power. When electric service became a 
reality and the public demanded more 
and more of it, then the problem of the 
industry was to obtain capital to 
finance the tremendous expansion that 
was necessary. 

Came the depression and the indus- 
try faced a new form of competition in 
the shape of an impetus to public own- 
ership as a part of the Federal spend- 
ing program. There was a great deal 
of fanfare to the effect that Federal 
power projects would operate as “‘yard- 
sticks” to gauge the efficiency of private 
plants. By the way, what has happened 
to that “yardstick” shibboleth? It is as 
dead as an old campaign slogan — gone 
with the wind. It has suffered the fate 
of all phonies. 

The public ownership movement has 
not yet spent its full force, and grandi- 
ose schemes for other valley authori- 
ties are being dropped into the legisla- 
tive hoppers while, at the same time, 
bureaus and agencies seek funds with 
which to expand present public power 
organisms. One of the functions of 
this association is for the member com- 
panies to compile factual data for pres- 
entations by executives of the com- 
panies at congressional hearings. The 
electric service business is a highly 
technical enterprise and committee 
members have expressed their appre- 
ciation of this assistance. The right to 
appear as a witness in a congressional 
committee hearing is an inalienable 
right of every citizen, as guaranteed in 
Article I of the Bill of Rights, and 
those who refer to this activity as lob- 
bying are careless in their terminology, 
to say the least. 

Ope flow of propaganda in favor of 
socialization of the electric indus- 
30 
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Comparison between Two Power Plants 


c¢ —— comparison between two similar power plants, one in 
Soviet Russia and one in the United States, is illuminating. The 
Russian government-controlled plant required eleven workers to produce 
1,000 kilowatt hours of electricity; the privately operated plant in this 
country needed only 1.3 workers for the same production.” 





try has not diminished, and at times 
the frenzy of the propagandists is noth- 
ing if not amusing. The prognostica- 
tions of one government bureau as to 
future power needs of the country de- 
serve a place in American folklore, 
along with the Paul Bunyan tales. In 
their efforts to justify the construction 
of more and more Federal power proj- 
ects, this bureau’s experts have promul- 
gated predictions in the best traditions 
of Baron Munchausen. It is fortunate 
that these figures were not taken seri- 
ously during the war, otherwise much 
critical matériel would have been need- 
lessly diverted from essential war pro- 
duction projects because the Federal 
Power Commission overestimated 
minimum power requirements by 7,- 
000,000 kilowatts of capacity. A nov- 
ice horse player could hardly make a 
worse guess! 

Today we often come across state- 
ments to the effect that, were it not for 
the Federal power developed by the 
Tennessee Valley Authority and the 
Bonneville Power Administration, we 


731 


would not have won the war. I think 
that is begging the question. Certainly 
many private utilities were planning on 
constructing additional power plants, 
both steam and hydro, before the war 
and such construction was deferred or 
abandoned when the Federal projects 
got under way. To cite one example: 
The Army Engineers’ report on the 
feasibility of Federal power develop- 
ment on the Columbia river pointed out 
that the power companies would have 
to codperate to the fullest extent pos- 
sible in the utilization of Columbia 
river power. 

The power from the highly publi- 
cized Federal power projects that went 
into the war effort was not large when 
coripared with the billions and billions 
of kilowatt hours that private utilities 
poured out during the war period. 

A recently adopted device in this 
propaganda campaign has been that of 
appropriation of symbols. The best 
example of this is that of the public 
power propagandist who recently said 
over the radio that the “new type of 
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public corporations, such as TVA, are 
more efficient and have more flexibil- 
ity than bureaucratically run private 
monopolies.” One’s first reaction to a 
statement of that sort is to shake the 
head and ask, “‘come again ?” 


| jl a long lane that has no turning 
and sooner or later the public own- 
ership movement must undergo critical 
scrutiny of all factors that apply in an 
economic appraisal of its results. We 
propose to present facts wherever and 
whenever possible, to the end that, 
when the great general public finds out 
that public ownership is a snare and a 
delusion, there will be an informed 
opinion and understanding of basic 
realities. 

It would be well to state here that 
the policy of the electric service indus- 
try toward flood control and naviga- 
tion is one of unqualified endorsement 
of economic and efficient projects. 
These are functions that definitely be- 
long to government. But we believe 
that electrical energy that is a by-prod- 
uct of such projects can best be distrib- 
uted in each area by existing facilities 
under Federal and state regulation. 

The record of achievement of the 
electric service industry entitles it to 
speak plainly in behalf of its preserva- 
tion and encouragement. The enumera- 
tion of a few general facts brings rec- 
ognition of this industry’s amazing 
growth. 

From the year 1917 to 1944 work- 
ers in power plants doubled their week- 
ly wages and reduced their hours from 
forty-seven to forty per normal work 
week. 

In this period more electric power 
was delivered to more families at 
cheaper rates. In 1926 all utilities 
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served 20,000,000 customers — by 
1944 the number had grown to 33,- 
000,000 and the price of current had 
been cut in half. Use of power in- 
creased from 30,000,000,000 kilowatt 
hours a year in 1917 to 230,000,000,- 
000 kilowatt hours in 1944, 

Invested capital in private utilities 
increased from $3,000,000,000 in 1917 
to $18,000,000,000 in 1944—a sure 
sign of a growing, successful, and 
vigorous industry. 

The wartime achievements of the in- 
dustry are phenomenal. Codperation 
between management and labor raised 
production per man-hour three times 
as fast as in peacetime. Although the 
industry lost 54,000 workers, with an 
employment decline of 17 per cent, 
electric power production rose 72 per 
cent. 

A recent comparison between two 
similar power plants, one in Soviet 
Russia and one in the United States, 
is illuminating. The Russian govern- 
ment-controlled plant required eleven 
workers to produce 1,000 kilowatt 
hours of electricity; the privately op- 
erated plant in this country needed only 
1.3 workers for the same production. 


HE people of the United States 

owe their high standard of living 
to the free enterprise system and every- 
one in industry has an obligation to see 
to it that that fact is generally recog- 
nized. The electric service industry is 
typical of the free enterprise system 
inaction. As such, it is in the forefront 
of the battle against whatever forces 
may be mobilized against that system. 
If it should succumb to socialization, 
then socialization is inevitable in other 
lines — transportation, finance, medi- 
cine, and so on. 
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The trend to socialization is global 
— with even England falling into line 
— for reasons that politico economists 
can no doubt chart but which it would 
not be pertinent to identify here. But 
I believe that the layman recognizes 
that the basis for socialization is lack 
of resources or lack of production, both 
of which lead to an apportionment of 
what is available. 


B” the United States has both re- 
sources and productive capacity 
far and above those possessed by any 
other nation, and for this reason it is 
entirely unnecessary for it to divest it- 
self of the system which has placed it 
in a preéminent position among the na- 
tions of the world. 


The mountain climber is doomed to 
slow progress and possible catastrophe 
if he spends most of his time looking 
over his shoulder. That is true of the 
free enterprise system, and that is true 
of this industry. There is only one di- 
rection to take and that is forward. I 
know that every single company in the 
country is working diligently on its 
separate plans for plant improvement 
and expansion, the lowering of costs, 
community betterment, and other for- 
ward-looking projects. It is my con- 
viction that our program, as an indus- 
try, must be a composite of the op- 
timism of the individual companies. I 
can assure one and all that such is one 
of the objectives of the National Asso- 
ciation of Electric Companies. 





Government by the People or 
Upon the People 


vei is a fundamental principle of democracy that govern- 
ment +s directed by the people rather than people directed 


by the government. If we are to continue to have this sort of 
government and to have its various functions discharged in a 
manner satisfactory to us, we must ever strive to build up strong 
local and state government, and resist the efforts of those who 
would have our national government usurp and control activi- 
ties heretofore carried on by local and state government. 

“No government can ever be better than the citizens who com- 
pose it. We must be ever alert and vigilant and determined to 
see that our government, local, state, and national, remains in 
the right hands.” 

—Wi..iAM M. Tuck, 
Governor of Virginia. 
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Atomic Energy and the Utilities 


This author.sees both an obligation and an opportunity for the 

electric utility industry to help bring about a proper solution of 

the atomic energy puzzle in conformity with our American 
democratic tradition of free private enterprise. 


By JOHN J. O’NEILL 
SCIENCE EDITOR, NEW YORK HERALD TRIBUNE 


NEW super energy age is just be- 
A low the horizon—but its day 

may not dawn! The public util- 
ities, the electric light and power com- 
panies, should be out in the forefront 
fighting the battle of progress to bring 
atomic energy into practical operation 
for constructive purposes and thus 
bring to mankind the benefits of this 
new era. Instead they are silent and 
invisible. 

Atomic energy can be the greatest 
blessing, or the greatest curse, which 
science has presented to mankind. It is 
the inexorable responsibility of the 
utilities to develop it as a blessing. Po- 
litical and military authorities in 
Washington are now developing it in 
the direction of a curse. We have start- 
ed down the wrong road; it is not too 
late to choose the right one. The obli- 
gation for changing the situation rests 
squarely on the shoulders of the 
utilities. 
JUNE 6, 1946 


Power—energy—is a universal raw 
material. It enters into the production 
of all goods and services and is the 
country’s most fundamental necessity. 
Its production must be facilitated in 
every possible way. Atomic energy 
makes possible a tremendous increase 
in our power resources. These re- 
sources must be made available to the 
people forever free from all political 
restraints. 


dive: utilities, collectively, have been 
granted the privilege of serving 
the national community by supplying 
electricity for energizing our social 
and economic structure. This privilege 
carries definite responsibilities, among 
them the maintenance of plant in most 
modern and efficient condition so they 
may render to the community the best 
possible service at the lowest cost. The 
utilities must be accorded all right nec- 
essary for meeting this responsibility. 
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The power companies, in shoulder- 
ing this responsibility, should have 
been engaged for the past twenty-five 
years in a united program of research 
in the atomic energy field. They have 
failed in this obligation to society. 
Some of the blame must be carried else- 
where in view of the fact that the 
phrase “utilities unite” (regardless of 
purpose) is to a zealous attorney gen- 
eral as a red flag to a bull. This defi- 
ciency in fundamental research into the 
fundamental power problem, the pro- 
duction of energy, is a severe handicap 
to national progress. The situation 
should be remedied immediately. 

More than a decade ago I started 
“needling” some engineers to make 
them conscious of an opportunity to 
prepare industry for the coming of 
atomic energy which I felt sure would 
develop rapidly. In the spring of 1940, 
when I possessed the secret that atomic 
energy had actually been released from 
uranium—and the world was not yet to 
hear of it for a couple of months—I 
spoke to a group of three utility execu- 
tives who seemed greatly interested in 
the new development. I proposed a re- 
search program for developing atomic 
energy for use in powerhouses, the 
work to spread over a period of five 
years and to cost about $10,000,000. 
The plan appeared to make a favorable 
impression until one of the men asked, 
“How do you propose to finance the 
project?” I replied, “I propose to have 
the utilities organize—.” That was as 
far as I got. 

” they 


fairly shouted in unison. 

Those executives acted as though 
they saw an atomic bomb coming at 
them, so precipitately did they dash 
from the room. 
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ig spite of the amounts which the 
Army has spent on atomic energy 
bombs in the meantime, I think my 
1940 estimate of the research cost was 
conservative. I believe it is still con- 
servative, because a top scientist in the 
government’s project informs me that 
today for the same figure, and in two 
years’ time, he could have a power- 
house operating on an atomic energy 
basis, using the uranium process. 

This situation is an unavoidable 
challenge to the utilities. They should 
be out in the open with a carefully laid 
plan for assuming, immediately, their 
burden of developing atomic energy 
for constructive purposes as both their 
undeniable privilege and their inescap- 
able responsibility. There is no other 
industry upon which this responsibility 
rests. It is essential that the utilities as- 
sume this obligation if we are to pre- 
serve our democratic system. 

The utilities have been severely criti- 
cized in recent decades, and not with- 
out justification. If their sins were 
properly analyzed, however, it would 
be found that the responsibility for 
them rested upon the linkage between 
the utilities and the banking and finan- 
cial fraternity and scarcely touched the 
utilities as technical power producers. 

For some several years the utilities 
have had a respite in which to readjust 
themselves to a more progressive atti- 
tude. In the meantime some old-timers 
have been fading out of the picture and 
new and younger faces appearing in 
executive posts. If the newcomers have 
made the most of their opportunities 
to put their companies on an adequate 
progressive basis they have earned the 
right to have a new deal. Now is the 
time for them to take their courage in 
their hands and assume a position in 
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the vanguard of progress in connec- 
tion with the development of atomic 
energy. Let them, like Paul who re- 
ceived his illumination on the road to 
Damascus, come before the country as 
the saviors of the idea of democratic 
development and application of atomic 
energy for constructive purposes. 


mN urgent necessity exists for bring- 
ing a strong clarifying light to 
penetrate the fog of confusion con- 
cerning atomic energy which is spread- 
ing over the country from Washing- 
ton. The people are being dangerous- 
ly deceived, intentionally or uninten- 
tionally. 

The untruth is being spread that all 
atomic energy developments are en- 
tirely dependent upon the use of ura- 
nium, and the congressional bills now 
under consideration are designed for 
bringing only the uranium bomb-mak- 
ing process under control. The truth 
is that there are a great many processes 
for release of atomic energy, that the 
great majority of them can be applied 
without any use whatever of the ura- 
nium process, and some of them yield 
three or even four times as much as 
uranium or plutonium. It is the Wash- 
ington purpose to bring all of these 
processes under monopolistic govern- 
ment, and probably military, control, 
using the pretense of controlling bomb 
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making. The McMahon Bill (S 1717) 
is titled “A bill for development and 
control of atomic energy,” but hidden 
in definitions is the line: “The term 
atomic energy shall include all forms 
of energy liberated in the artificial 
transmutation of atomic species.” 

Below are listed several types of 
energy releasing reactions. 

The reaction which we are most 
likely to use in our powerhouses is one 
using lithium fission, but many others 
have interesting possibilities and none 
can be left unexplored. There are two 
kinds of lithium. One yields four and 
a half times, and the other nearly three 
times, as much energy as uranium on 
the basis of an equal weight of atoms. 
The one yielding three times as much 
energy as uranium is the most practical 
from many points of view. It is still a 
theoretical process and is in about the 
same stage mow as was the uranium 
process when I described it in a pro- 
phetic newspaper article in 1937— 
three years before Professor John R. 
Dunning actually released atomic en- 
ergy from Uranium 235 at Columbia 
University. 

Lithium, available in adequate 
amounts, is a light metal with an atomic 
weight 7. If bombarded with a proton 
(the heart of a hydrogen atom) it 
splits, or is fissioned, and releases 17,- 
280,000 electron volts of energy. The 


COMPARATIVE VALUES OF ENERGY SOURCES 


Energy Released from 
One Ton of 


Hydrogen to helium 
Matter completely converted .... 
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Equivalent in 
Kilowatt Hours of Per Cent of Mass 
Energy Released 


Converted 
2,350 0.000 000 000 03 
8,200 0.000 000 000 1 
20,800,000,000 0.083 
0.323 
1.28 
100.0 
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uranium atom releases 200,000,000 but 
its atom is 33.5 times more massive. 
On an equal mass basis lithium releases 
580,000,000 electron volts. 


HE uranium atom, when it splits, 

leaves a mess of highly radioactive 
atomic ashes which clog the atomic 
mechanism and necessitate purifica- 
tion of the energy material at periodic 
intervals. With the lithium process 
there is no residue. The sole products 
of splitting a lithium atom are two 
atoms of an incombustible gas, helium 
4. There is no penetrating, dangerous 
radiation, or neutrons, to require thick 
heavy shields which are essential with 
the uranium process. There is no prob- 
lem of isotope separation which was 
the principal cause of difficulty with 
the uranium process. 

Although the lithium process is 
theoretically simple this does not mean 
there are no major scientific or engi- 
neering problems involved in its utili- 
zation. There are many such and they 
will be difficult but not insoluble. It 
will, probably, cost much less to apply 
than the uranium process. The proc- 
esses involving the low atomic weight 
elements will not use the chain reac- 
tion principle but will require continu- 
ous external ignition and will be free, 
therefore, from the danger of the chain 
reaction explosion charged against 
uranium. This mechanism will absorb 
some energy whose magnitude prob- 
ably will be of the same order as aux- 
iliaries in the present type of furnaces, 
but its use is desirable as a necessary 
control over the rate of energy re- 
lease. 

In the glamour of the stupendous en- 
ergy releases from lithium and ura- 
nium, other lesser reactions are lost 
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sight of, reactions which, if standing 
alone, would be hailed as developments 
of revolutionary importance. An ex- 
ample of this is the energy released in 
an atomic process from carbon, the 
principal constituent of ordinary coal. 
If instead of burning the coal in a fur- 
nace we bombard it with heavy hydro- 
gen nuclei, we will get 33,000 times 
more energy than from the burning 
process. Oxygen similarly bombarded 
gives a somewhat better yield of en- 
ergy, 39,000 times more per pound 
than from an equal weight of coal 
burned. In other words, the carbon 
dioxide that goes up the smokestack as 
a waste gas could yield in an atomic 
process an average of 35,000 times as 
much energy as an equal weight of 
coal consumed in the furnace. Heavy 
hydrogen is expensive at the present 
time, too expensive to use in this proc- 
ess which gives a very low energy yield. 
Future developments may make heavy 
hydrogen a very cheap commodity. 

In another process heavy hydrogen 
can be used to bombard heavy hydro- 
gen and in this, on an equal weight 
basis, the energy yield is nearly two and 
a half times as great as that from 
uranium. 

A survey, not complete, of the en- 
ergy reactions of the low-weight ele- 
ments up to fluorine reveals that out 
of 26 reactions yielding atomic energy 
10 give more than uranium, on an 
equal weight basis, 3 give about an 
equal amount, 8 give more than half 
as much, and 5 give less than half as 
much. The carbon and oxygen reac- 
tions mentioned above give the lowest 
yields. 


rN enormous field of unlimited pos- 
sibilities thus lies open awaiting 
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Average Individual Energy Consumption 


~~ oil, and water power used as energy sources in the United 
States today give every individual the equivalent of 8 tons of 
coal. In terms of electrical energy every individual consumes, or has con- 
sumed for him, 11,000 kilowatt hours per year, or 30 kilowatt hours per 
day—the equivalent of ninety slaves working for him eight hours every 


day. 
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the exploration of the scientist and the 
engineer to develop the accumulated 
laboratory observations for applica- 
tion to power production purposes. De- 
velopment of the low-weight elements 
for power purposes will change the leg- 
islative situation in Washington, per- 
mitting a complete separation of the 
power and military aspects of atomic 
energy. 

A task of tremendous magnitude lies 
ahead of the utilities if they are going 
to assume the responsibility that now 
rests upon them for developing atomic 
energy for constructive purposes. 
Among the chief factors in this task 
are: 

1. A research program for the appli- 
cation of lithium or other low-weight 
element processes to atomic energy 
power production methods. 

2. An industry expansion pro- 
gram : 

A. Planning new and larger generat- 

ing units on a national scale. 
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B. A survey to determine expansion 
of use of electricity by existing 
industries. 

C. An inquiry to determine new in- 
dustries that will be developed. 

D. A survey to determine best loca- 
tion of plants, type of transmis- 
sion networks, and form in 
which energy will be transmit- 
ted. 

3. Methods of financing new con- 

struction. 

4. Inquiry into rate basis, or process 
by which utilities will be compensated 
for their services. : 

5. Survey of methods for establish- 
ing internal control of utilities system 
on a democratic basis to minimize the 
extent to which external governmental 
control will be required. 


_ successful accomplishment of 
a sound program erected upon the 
foregoing agenda by the utilities will 
be the extremely essential foundation 
upon which the economic welfare of 
the United States depends, and like- 
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wise the rest of the world, for we must 
establish the standards of leadership. 
A new social consciousness must be in- 
jected into our industrial and all other 
economic operations. Leadership in 
these fields must be fired with imagina- 
tion and spiritual values of tremendous 
magnitude to match the tasks with 
which it will be confronted, and the 
new viewpoints of the people. We must 
start work immediately upon an engi- 
neered civilization, a rational system 
based on scientifically sound principles. 

If the utilities meet the full respon- 
sibilities that rest upon them, our whole 
social and economic structure will ex- 
perience a meteoric rise in its stand- 
ards. 

Everything that is required can be 
produced in such great plenty that 
the present selfishness and fear, which 
are the basic causes of our domestic and 
international difficulties, will be re- 
placed by generosity and love. The 
secret of this we will gladly give to the 
entire world. An age of peace, prog- 
ress, and tranquility will dawn upon 
the earth. This is in pleasing contrast 
with what political operatives offer us. 

Contrary to political misconceptions 
all human freedoms have come from 
use of supplies of energy beyond that 
created by food. The great expansion 
in human freedom came with the use 
of coal as a fuel. Our civilization is 
built chiefly on coal and, to a lesser 
extent, oil and water power. Energy 
from coal has provided us with vastly 
increased supplies of foods, shelter, 
goods, transportation, and other serv- 
ices. That which we have produced 
beyond comfort requirements has been 
diverted into the structure of a com- 
plex, highly organized society—but not 
always wisely. 
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NERGY is the basic factor in the 

phenomenon of life itself. Our 
bodies are energy machines designed to 
extract energy from food and utilize 
it in activities which our minds direct. 
The industry which supplies energy is 
rendering a service specifically directed 
toward enlarging the vital sphere of 
life of every individual in the com- 
munity, regardless of how that energy 
is utilized in the intermediate steps. 
The national community is a gigantic 
living organism. With a vastly expand- 
ed supply of energy, directed by ade- 
quately enlightened intelligence and 
sufficiently inspired imagination, no 
constructive task will be beyond our 
capacity. 

Coal, oil, and water power used as 
energy sources in the United States to- 
day give every individual the equiva- 
lent of 8 tons of coal. In terms of elec- 
trical energy every individual con- 
sumes, or has consumed for him, 11,- 
000 kilowatt hours per year, or 30 kilo- 
watt hours per day—the equivalent of 
ninety slaves working for him eight 
hours every day. Two per cent of our 
gainfully employed workers are en- 
gaged in activities associated with the 
production and distribution of energy 
or energy materials, and they make 
possible a ninetyfold increase in the en- 
ergy available to all members of our 
population. About 15 per cent of our 
workers are engaged in food industries 
which supply the community with a 
little more than 1 per cent of the 
total energy consumed, but this small 
percentage is directly associated with 
the maintenance of life and without 
that all other things are useless. 

The number of workers that will be 
engaged in even an expanded energy 
production program using atomic en- 
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ergy will be very much less than the 2 
per cent now engaged in energy activi- 
ties. 

Programs of vast new communi- 
ty projects will have to be planned and 
put into execution not only to use the 
energy available in peaceful and con- 
structive ways but also to keep our 
workers gainfully employed ; otherwise 
we invite war and other disasters. 


HE national community can have 

its growth inhibited, or even die 
of energy starvation, if a lack of wis- 
dom on the part of the utilities should 
result in an erroneous philosophy in 
administering their services. Some in- 
dications of a very serious error of 
judgment are to be found in recent dis- 
cussions of the effect atomic energy 
will have on rates for electricity. The 
argument runs: 


Fuels now account for X per cent 
of the cost of electricity. If atomic 
energy substances replace coal as a 
fuel at a cost so low as to make fuel 
costs negligible, the only effect on 
rates will be a reduction of X per cent. 
(The value of X, as given, ranges 
from 5 to 17 per cent.) 


The arguments seems like pure, 
crystallized logic and sweet reasonable- 
ness personified. It contains, however, 
a fallacy, and if this fallacy is ignored 
and the principle used for rate making, 


99 per cent of the benefits inherent in 
atomic energy would be lost to the 
world. 

If this plan were adopted, we 
might just as well not bother about 
installing atomic energy processes at 
all. It would prevent the vast expan- 
sion in the utilization of energy. Un- 
less this vast expansion takes place we 
will still remain in the coal age, even 
though the powerhouse splits atoms in- 
stead of burning coal. A 5 to 17 per 
cent reduction in the cost of electricity 
will not usher in a new energy age. 
Failure to achieve the attainable age 
of superabundant energy may result in 
discontent, unpleasantly expressed, 
among the people. Without the pro- 
gram of tremendous community proj- 
ects in which vast quantities of energy 
will be used and which will provide 
jobs for gigantic armies of workers— 
without which we will have in the near 
future an unemployment situation of 
a magnitude that will completely dwarf 
anything in the past—we will be mere- 
ly planning for political, social, and 
economic difficulties of equal magni- 
tude. 


HE only way to bring about this 

vast expansion in the use of elec- 
tricity is to use a more rational basis 
for planning rates. The approach to 
the more rational basis is this: 
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panded energy production program using atomic energy will 


q “THE number of workers that will be engaged in even an ex- 


be very much less than the 2 per cent now engaged in energy 
activities. Programs of vast new community projects will 
have to be planned and put into execution not only to use the 
energy available in peaceful and constructive ways but also 
to keep our workers gainfully employed ; otherwise we invite 


war and other disasters.” 
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Assuming an adequate plant and 
distribution system of the existing 
type, there are two types of factors 
involved in the cost of electricity ; one 
is variable and the other is constant. 
The variable factor is the cost of fuel 
and all other cost elements remain es- 
sentially constant. If ten times as 
much current is used ten times as much 
fuel must be consumed to supply it. 
The cost of meter reading, bookkeep- 
ing, collections, administration, over- 
head, etc., however, remain fairly con- 
stant. If atomic energy sources are 
used so that the fuel cost is negligible 
at all volumes of consumption, there 
is little additional cost with additional 
consumption of current, and therefore 
little need for extra charges for extra 
current consumed. The practical basis 
of charging will be the cost of the con- 
stant factors for the type of service 
rendered the customer and not the 
amount of current used. 


This latter plan makes possible the 
use by customers of amounts of current 


limited only by their ability to apply it 
usefully. This will mean an electrifi- 
cation program of vast extent, not only 
by individuals and industries but by 
communities. This, in turn, will mean 
a tremendous demand for electrical 
equipment. Even the most modest 
homes could be heated by electricity in 
the cooler months, and cooled in the 
warmer periods. Lighting could be 
vastly expanded, indoors and out. All 
cooking could be done by electricity. 
We may have atomic energy motors in 
automobiles, but it is much more likely 
that we will have electrified roads that 
will transmit energy wirelessly to the 
automobiles and trucks. Super rail- 
roads and new transportation systems 
could be electrified. Farms could be 
completely electrified, perhaps even to 
the extent of controlling ground and 
air temperatures and supplies of mois- 
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ture. We could tackle feats of terres- 
trial engineering that would require 
vast amounts of power. As a first ap- 
proximation in our thoughts about the 
plans for the electrical plant for the new 
atomic age we should think not in 
terms of double, triple, or even ten- 
fold increase in our present power 
consumption, but a hundred fold. 


FS wesc gene amount of capital 
will be required to cover the cost 
of our atomic age electrical plant. Ob- 
taining this capital under a democratic 
system will require vision that will look 
far beyond existing methods and see a 
new viewpoint of the nature of capital. 
Capital (the goods, not its monetary 
token) will be seen not as an entity en- 
dowed with financial immortality but 
as one possessing the same character- 
istics as consumer goods. Capital is 
consumed. The manufacturing plant 
is consumed with just as much finality 
as the raw materials that pass through 
it, but the rate is slower. The consumer 
will have to learn to assume his respon- 
sibility for supplying the capital re- 
quired by the industries that supply his 
needs. In fact no other than the con- 
sumer is entitled to the privilege of sup- 
plying capital to the producing units. 

In the case of the utilities and their 
new atomic age plant, the customers 
will supply the capital and become the 
stockholders. It would be well if this 
could be arranged on a local basis but 
under a uniform national plan. There 
should be no hesitancy about thinking 
in terms of financing the new electrical 
installation on a national scale with ad- 
ministrative direction by the stock- 
holders arranged in successive orders 
or subdivisions. This may be neces- 
sary in order to make adjustments with 
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existing establishments which would 
be merged into the larger system. 


Et minds of the responsible indi- 
viduals in the utility field will have 
to be energized by atomic energy vision 
in order to measure up to the tasks 
ahead of them; they and all other mem- 
bers of our national community will 
have to learn to live in a different but 
highly satisfactory, engineered demo- 
cratic civilization, and to bring to their 
tasks a vital, virulent optimism born 


out of a spiritual awakening and a new 
social consciousness. If success jis 
achieved here the contagion will spread 
from nation to nation, and peace will 
prevail with a protective potential in 
the hearts of men that will prevent its 
disturbance. There will be a dawn of a 
new hopefulness that will heal the 
wounds of past archaic activities 
throughout the world; life will have a 
new meaning for all men and all will 
go forward with faith in each other and 
trust in the future. 





The Blows That Kill the Golden Goose 


‘ a be perpetuation of our economic system is dependent 
upon a constant flow of fresh capital, the chief source 
of which is the surplus earnings ploughed back into business. 
The investment of this relatively small amount has been largely 
responsible for our unparalleled progress in this country. This 
money invested in machines and in new research developments 
has made it possible to multiply many fold the contributions of 
labor and to increase correspondingly its purchasing power. 
Not only is the American worker incomparably better off than 
workers abroad but he also receives a large proportion of the 
returns of industry. In 1944, for instance, the amount paid out 
by American industry in the form of employee compensation 
was over twenty-five times the amount distributed in the form 
of dividends. The logical inference is that the aggregate work- 
ers have far more at stake than the capitalists in the preserva- 
tion of American business enterprise. For that reason they 
should be deeply concerned about the adoption of any policy 

that would ‘kill the goose that lays the golden eggs.” 
—Excerpt from “New England Letter,” First 

National Bank of Boston. 
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Regulatory Outlook under 
Supreme Court Rulings 


What character of rate regulation may the electric 
utilities expect in the immediate future? 


The author, a former public service commissioner and for a 

quarter of a century general solicitor for the National Associa- 

tion of Railroad and Utilities Commissioners, does not believe 

that commission regulation in the future will be drastic or 

destructive, notwithstanding wider freedom of commission 
action authorized by recent court decisions. 


By JOHN E. BENTON 


treatment electric utilities may 

expect to receive from rate regu- 
latory commissions in the period which 
lies immediately ahead of us, taking 
into account the trend of recent com- 
mission decisions and court opinions. 
I cannot undertake, in any sense, to 
speak for any of the regulatory com- 
missions, either as to their present at- 
titude on regulatory matters, or as to 
what their attitude on such matters 
will be in the future. The most that I 
can do is to give some consideration to 
recent decisions and court opinions, 
and to draw such conclusions there- 
from as would seem to be obvious to 


| HAVE been asked what kind of 
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any person having some degree of fa- 
miliarity with commission regulation. 
In doing this, whatever I may say will 
relate to utilities generally, as, of 
course, electric utilities will receive the 
same character of treatment from reg- 
ulatory commissions as other utilities 
will receive. 

The question uppermost in the 
minds of those who manage public 
utilities, and of those who own their 
securities, when regulation is consid- 
ered, is whether there have been such 
changes in commission attitude in re- 
cent years, and in the opinions of the 
courts respecting constitutional limita- 
tions affecting commission powers, as 
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make it doubtful whether utilities will, 
in the period ahead, be permitted to en- 
joy rates sufficiently high to assure sat- 
isfactory financial returns from their 
operations. 

This question arises very naturally. 
In recent years some very large rate re- 
ductions have been ordered, which, be- 
cause of their magnitude, have attract- 
ed much public attention ; and some of 
the opinions of the United States Su- 
preme Court, sustaining these, have 
been commented upon in the press 
throughout the country as almost rev- 
olutionary. It is from the press, neces- 
sarily, that most people obtain their in- 
formation about what the commissions 
are doing, and about the disposition of 
the courts, as respects commission 
powers. 

It is, accordingly, not at all strange 
that those whose incomes depend 
upon the continued successful op- 
eration of utility properties should feel 
concerned, and possibly should enter- 
tain some apprehension that rate regu- 
lation in the future is likely to be dras- 
tic and destructive. Perhaps it may be 
worth while to consider briefly some 
of the cases which have contributed to 
cause any such feeling, and to specu- 
late somewhat as to whether there is 
justification for any such apprehen- 
sion. 


_ Federal commission having 
the broadest jurisdiction in the 
field of utility rate regulation is the 
Federal Power Commission; and it 
happens that most of the commission 
decisions which I shall comment upon 
have been made by that commission. 
The reasons for that, however, will 
appear. 

In 1940, in the Natural Gas Pipeline 
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Case,! the Federal Power Commis- 
sion, upon the petition of the Illinois 
Commerce Commission, began an in- 
vestigation of the rates of the Natural 
Gas Pipeline Company of America. By 
an interim order, made in the course of 
the investigation, it required a reduc- 
tion of $3,750,000 annually. This was 
done on a rate base resting upon re- 
production cost evidence offered by 
the company, but with an $8,500,000 
item thereof, covering the going value 
element, wholly excluded. The net op- 
erating income of the property, allow- 
ing for depreciation, was $7,804,180. 
The reduction required was according- 
ly something more than 48 per cent of 
the entire net operating income. 

In the Hope Natural Gas Company 
Case,* in 1942, the same commission, 
using what it called a “legitimate cost” 
rate base, in which, however, it had re- 
fused to include admitted well-drilling 
and other investment costs aggregating 
$17,000,000, because those invest- 
ments, when made, had been charged 
to operating expense, ordered an an- 
nual rate reduction of $3,609,857. The 
net operating income of the company, 
from rates subject to the jurisdiction 
of the commission, was $5,801,171. 
The reduction required was, therefore, 
something over 62 per cent. 

In the Panhandle Eastern Pipe Line 
Company Case,’ in 1942, the commis- 
sion refused to receive evidence of the 
reproduction cost of the property in- 
volved. The annual net operating rev- 
enues were $9,458,309. Using an in- 
vestment base, the commission required 
an annual reduction of $5,094,384, or 
more than 53 per cent. 

12 FPC 218, 35 PUR(NS) 41. 


23 FPC 150, 44 PUR(NS) 1. 
3 3 FPC 273, 45 PUR(NS) 203. 
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T= reductions, on the face of 
them, were somewhat startling in 
their amounts, and in the percentages 
which they represented of the net op- 
erating revenues of the companies af- 
fected. 

Likewise, the commission’s ab- 
solute exclusion from consideration of 
so-called reproduction cost evidence 
offered by the companies was new and 
startling. 

The orders mentioned were all sus- 
tained by the United States Supreme 
Court. 

That these cases are fairly illustra- 
tive of gas rate cases which have been 
determined by the Federal Power 
Commission is indicated by the fact 
that Commissioner Nelson Lee Smith, 
of that commission, in an address be- 
fore the American Economic Associa- 
tion, on January 26, 1946, listing the 
formal gas rate cases determined after 
formal hearings by the commission un- 
der the act prior to that date, number- 
ing seven in all, showed the aggregate 
annual reduction ordered in those 
seven cases as $21,042,000, the aggre- 
gate annual reduction in four other 
cases, effected after investigations 
were begun, but without final hearings, 
at $7,530,000, and the like aggregate 
reduction effected informally without 
invéstigations, in two other cases, at 


$2,640,000. 


| ig the opinions sustaining these rate 
reduction orders, the United States 
Supreme Court expressed principles of 
law which were by many considered 
new and revolutionary. In the Natural 
Gas Pipeline Case,* considering the 
company’s complaint that no value had 
been placed upon the going concern 
element, in the face of undisputed evi- 
dence from the company that nothing 
therefor was included in the other 
items of the reproduction cost valua- 
tion, presented by the company, and 
used by the commission as the basis for 
its decision, The United States Court 
said: 


The Constitution does not bind rate-mak- 
ing bodies to the service of any single for- 
mula or combination of formulas. Agencies 
to whom this legislative power has been dele- 
gated are free, within the ambit of their 
statutory authority, to make the pragmatic 
adjustments which may be called for by par- 
ticular circumstances. Once a fair hearing 
has been given, proper findings made, and 
other statutory requirements satisfied, the 
courts cannot intervene in the absence of a 
clear showing that the limits of due process 
have been overstepped. If the commission’s 
order, as applied to the facts before it and 
viewed in its entirety, produces no arbitrary 
result, our inquiry is at an end. 


In a concurring opinion in that case 
Justices Black, Douglas, and Murphy 
said :* 


While the opinion of the court erases much 
which has been written in rate cases during 


# (1942) 315 US 575, 586, 42 PUR(NS) 129, 


38. 
5315 US 575, 602, 606, 42 PUR(NS) 129, 
147, 150. 


2 


“It seems probable . . . that reproduction cost valuations will 
not be made often in future rate-making proceedings. They 
will, of course, continue to be made in states where state laws 
so require, and in some other states the commissions may 
permit utilities to present reproduction cost evidence when 
offered ; but the probability is that most of the commissions, 
Federal and state, will hereafter base their conclusions in rate 


cases on other evidence...” 
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the last half century, we think this is an 
appropriate occasion to lay the ghost of 
Smyth v. Ames, 169 US 466, 42 L ed 
819, 18 S Ct 418, which has haunted util- 
ity regulation since 1898... . As we read the 
opinion of the court, the commission is now 
freed from the compulsion of admitting evi- 
dence on reproduction cost or of giving any 
weight to that element of “fair value.” The 
commission may now adopt, if it chooses, 
prudent investment as a rate base—the base 
long advocated by Mr. Justice Brandeis. 
And for the reasons stated by Mr. Justice 
Brandeis in the Southwestern Bell Telephone 
Case there could be no constitutional objec- 
tion if the commission adhered to that for- 
mula and rejected all others. 


O hw: declaration of these concur- 
ring justices is given to show their 
understanding of the effect of the opin- 
ion ; and it may well be kept in mind in 
undertaking to estimate the effect of 
later decisions of the court. 

In the Hope Case,® citing what has 
been already quoted from the majority 
opinion in the Natural Gas Pipeline 
Company Case, the court said: 


Under the statutory standard of “just and 
reasonable” it is the result reached not the 
method employed which is controlling. . . 
It is not theory but the impact of the rate 
order which counts. If the total effect of the 
rate order cannot be said to be unjust and 
unreasonable, judicial inquiry under the act 
is at an end. The fact that the method em- 
ployed to reach that result may contain in- 
firmities is not then important. Moreover, 
the commission’s order does not become sus- 
pect by reason of the fact that it is chal- 
lenged. It is the product of expert judgment 
which carries a presumption of validity. 
And he who NF upset the rate order un- 
der the act carries the heavy burden of mak- 
ing a convincing showing that it is invalid 
because it is unjust and unreasonable in its 
consequences. . . . As we have noted, the 
commission fixed a rate of return which 
permits Hope to earn $2,191,314 annually. 
In determining that amount it stressed the 
importance of maintaining the financial in- 
tegrity of the company. It considered the 
financial history of Hope and a vast array 
of data bearing on the natural gas industry, 
related businesses, and general economic 
conditions. . . . In view of this disposition of 
the controversy we need not stop to inquire 
whether the failure of the commission to add 


6 (1944) 320 US 591, 602, 604, 51 PUR(NS) 
93, 200. 
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the $17,000,000 of well-drilling and other 
costs to the rate base was consistent with 
the prudent investment theory as developed 
and applied in particular cases. 


The Hope Case was followed by the 
opinions in the Panhandle Eastern 
Case,” affirming the rejection by the 
commission of evidence of reproduc- 
tion cost. 


HESE and other recent decisions 

of the United States Supreme 
Court undoubtedly have set both Fed- 
eral and state commissions free from 
the obligation formerly supposed to 
rest upon them, under the due process 
clauses of the Federal Constitution, to 
ascertain and give proper weight to the 
reproduction cost of the utility prop- 
erty in rate cases. Some state statutes 
or constitutions may be construed still 
to continue to require consideration of 
reproduction cost, as in Pennsylvania,® 
but probably most state courts, like the 
supreme court of Utah,® will permit 
value to be found for state rate-making 
purposes in any way which the United 
States Supreme Court may determine 
is permissible under the due process 
clauses of the Federal Constitution. 

It seems probable, therefore, that re- 
production cost valuations will not be 
made often in future rate-making pro- 
ceedings. They will, of course, continue 
to be made in states where state laws 
so require, and in some other states the 
commissions may permit utilities to 
present reproduction cost evidence 
when offered; but the probability is 
that most of the commissions, Federal 

7 (1944) 54 PUR(NS) 26, 143 F2d 488, 491- 
494, and (1945) 324 US 635, 58 PUR(NS) 100. 

8 Peoples Nat. Gas Co. v. Public Utility 
Commission (1943) 153 Pa Super Ct 475, 51 
PUR (NS) 129. 


® Utah Power & Light Co. v. Public Service 
Se a (1944) 56 PUR(NS) 136, 152 


746 





REGULATORY OUTLOOK UNDER SUPREME COURT RULINGS 





Finality of Commission Orders 


al Lions great degree of finality now attaching to commission orders 

may... be expected to give to the commissions an enlarged sense 

of judicial responsibility, and to increase, rather than to diminish, the 

caution they will exercise not to make orders which will prevent utilities 
from continuing to operate successfully.” 





and state, will hereafter base their con- 
clusions in rate cases on other evidence, 
which can be assembled and presented 
more quickly and at less cost, and 
which is generally deemed more satis- 
factory than evidence so largely the 
product of opinion as is that respecting 
reproduction cost. 


| agai decisions of the United 
States Supreme Court likewise ap- 
pear to make it plain that rate regula- 
tory commissions are not only free 
from any obligation imposed by the 
Federal Constitution to receive and 
consider reproduction cost evidence, 
but that each commission is free to de- 
termine for itself the formula whereby 
it will test the justice and reasonable- 
ness of rates involved in proceedings 
before it. 

This represents indeed a wide de- 
parture from the former attempt of 
the court, rather long continued, to 
control rate making by the imposition 
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of the reproduction cost formula.’ 
However, the state commissions pretty 
generally resisted that attempt ; and op- 
posed and avoided, so far as they felt 
they could, the acceptance of reproduc- 
tion cost as a measure of the rate base. 
Mr. Justice Brandeis, in 1923, fairly 
stated their attitude, in his concurring 
opinion in the Southwestern Bell Tele- 
phone Company Case™ as follows: 


At first reproduction cost was welcomed 
by commissions as evidence of present value. 
. .. Evidence of reproduction costs was cer- 
tainly welcomed, because it seemed to offer 
a reliable means of performing the difficult 
task of fixing, in obedience to Smyth v. 
Ames, the value of a new species of property 
to which the old tests—selling price or net 
earnings—were not applicable. The engineer 


10 Missouri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 262 US 276, 
PUR 1923C 193; Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. Service 
Commission, 262 US 679, PUR 1923D 11; Mc- 
Cardle v. Indianapolis Water Co. 272 US 400, 
PUR 1927A 15; United R. & Electric Co. v. 
West, 280 US 234, PUR 1930A 225. 


nN ing 262 US 276, 299-301, PUR 1923C 
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spoke in figures—a language implying certi- 
tude. ... But gradually it came to be realized 
that the definiteness of the engineer’s calcu- 
lations was delusive; that they rested upon 
shifting theories; and that their estimates 
varied so widely as to intensify, rather than | 
to allay, doubts. .. . Then, the view that these 
estimates were not to be trusted as evidence 
of present value was frequently expressed. 
And state utility commissions, while admit- 
ting the evidence, in obedience to Smyth v. 
Ames, failed, in ever-increasing numbers, to 
pay heed to it in fixing the rate base. The 
conviction is widespread that a sound con- 
clusion as to the actual value of a utility is 
not to be reached by a meticulous study of 
conflicting estimates of the cost of repro- 
ducing new the congeries of old machinery 
and equipment, called the plant, and the still 
more fanciful estimates concerning the value 
of the intangible elements of an established 
business. 


Hs long resisted a mandatory 
reproduction cost rule, the state 
commissions generally welcomed aban- 
donment of the judicial attempt to im- 
pose that rule. In fact they sought to 
bring about such abandonment. Not 
only were the state commissions of IIli- 


nois and Pennsylvania petitioners, re- 
spectively, in the Natural Gas Pipeline 
Case and the Hope Case, but the 
National Association of Railroad and 


Utilities Commissioners, in the United L 


States Supreme Court, appeared in sup- 
port of the Federal Power Commission 
orders, in those cases. The position 
taken by the association in each case 
was that the constitutional validity of 
a commission rate order should depend 
not upon the method of procedure fol- 
lowed by the commission but upon the 
end results of the order itself. As re- 


the Natural Gas Pipeline Company 
Case, the association said: 


sidered in fixing the rate base. . . . If the 
court will make such a pronouncement, it 
will protect the rights of all parties. It will 
Save vast amounts of money now being 
wasted in the preparation and presentation 
of such estimates, and it will enable the regu- 
latory commissions of the country to per- 
form their rate-making function more effec 7 
tively, because they will be enabled to avoid 
the expense and the interminable delays 
which are inevitable, when utilities may de- 
mand the right to make and present repro- 
duction cost appraisals. 

The right of utilities to judicial protection 
against confiscation would not be jeopardized 
by such a pronouncement, since a utility al- 
ways could come into court upon a claim of 
confiscation. When the facts are such as to 
make necessary a determination of the re- 
production cost to avoid confiscation, the 
court can act, if such determination is de- 
nied by the regulatory commission. For ex- 
ample, if we should come into a period of 
extreme inflation, when a rate base equal in 
dollars only to the original cost incurred 
prior to the period of inflation would be 
manifestly unjust, the commission would 
adopt means to make the rate base reflect the 
decreased value of the dollar, or it would 
permit reproduction cost estimates to be 
shown. If it failed to do this, the court, upon 
review, could grant relief. 

Such a pronouncement as we are suggest- 
ing would restore to the commission the 
right to exercise judgment, which the court 
intended to preserve under its opinion in the 
Smyth v. Ames Case. The rule laid down in 
that case—if it should be termed a rule— 
was a judgment rule.... 


ANGUAGE from the opinion of the 
court in this case has been quoted 


in which the court declared, in effect, 
that a commission, unless restricted by 
statute, may determine its own formula 
for rate making, and that the validity 
of its order depends upon its effect, 
“viewed in its entirety.” That the court 
meant no less than it said is plain from 


spects reproduction cost, in its brief in Py wee Reve Solem, te 


Street Railway Company 


Case™ and the Colorado Interstate Gas 
Case™ may be mentioned. In the first 


We ask the court to make it clear thata 4f these the California commission re- 


rate regulatory commission may make its 


determination of the rate base without any duced fares, using a rate base of $7,- 


attempt to determine the reproduction cost 
of properties, unless the evidence before the 


12 (1944) 24 Cal2d 378, 544 PUR(NS) 232; 


commission is such as to show that justice (1945) 324 US 548, 58 PUR(NS) 18. 


requires such cost to be estimated and con- 
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Gases 

950,000, despite a book value of $41,- 
000,000 and a historical reproduction 
cost value of $25,000,000 ; but it justi- 
fied the reduction by findings of fact 
bearing on the character and value of 
the service. The reduction order was 
sustained by the supreme court of Cali- 
fornia and the United States Supreme 
Court. In the Colorado Case the Fed- 
eral Power Commission’s rate reduc- 
tion order was based upon a so-called 
original cost rate base. What the com- 
mission had done, was described in the 
concurring opinion of Mr. Justice Jack- 
son as follows: 

The commission has put five of the most 
important leaseholds, containing approxi- 
mately 47,000 acres, in the rate base at $4,- 
244.24, something under 10 cents per acre. 
Three such leases are put in the rate base at 
zero. This is because original cost was used, 
and these were bought before discovery of 
gas thereon. The company which took the 
high risk of wildcat exploration is thus al- 
lowed a return of 64 per cent on nothing for 
the three leases and a return of less than 
$300 a year on the others. Their present mar- 


ket value is shown by testimony to be over 
three million dollars. 


T= rate reduction order, however, 
was sustained. The court, refer- 
ring to earlier cases, sustained the com- 
mission’s rate reduction order, because 
“viewed in its entirety and measured 
by its end results” it was not shown 
to be unreasonable. Thus, without ex- 
pressly abdicating its power to set aside 
rate orders, the court appears to have 


made it evident that it will avoid inter- 
ference with rate making except when 
a utility can carry “the heavy burden of 
making a convincing showing” that an 
order is unjust and unreasonable in its 
consequences. This about-face action 
of the court recognizes the true charac- 
ter of rate making as legislation, and 
gives the commissions the freedom 
they have long covertly or openly 
sought. 

Does this change in the situation 
justify the expectation that commis- 
sion regulation in the future will be 
drastic and destructive? I venture to 
express the opinion that it does not. 
The great degree of finality now at- 
taching to commission orders may, on 
the contrary, be expected to give to the 
commissions an enlarged sense of ju- 
dicial responsibility, and to increase, 
rather than to diminish, the caution 
they will exercise not to make orders 
which will prevent utilities from con- 
tinuing to operate successfully. 


iy may, of course, be assumed that 
commissioners, like other public of- 
ficials, are desirous that their actions 
shall receive public approval ; and they, 
of course, know that rate reductions 
are generally popular. On the other 
hand, it just as safely may be assumed 
that commissioners generally are actu- 
ated by a sense of official responsibility, 


e 


to earn returns sufficient to maintain their properties, and 


q “|. . commissioners know that if utilities are not permitted 


to pay interest and dividends reasonably satisfactory to in- 
vestors, public utility service will suffer in the end, and that 
the commission will not escape public criticism therefor. 
There is, therefore, every reason to believe that regulatory 
commissions will aim to avoid destructive rate orders.” 
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and are desirous to acquit themselves 
in such fashion that their actions will 
bear critical examination, and meet ap- 
proval when judged by accepted stand- 
ards of reasonableness and justice. 
Furthermore commissioners know that 
if utilities are not permitted to earn re- 
turns sufficient to maintain their prop- 
erties, and to pay interest and dividends 
reasonably satisfactory to investors, 
public utility service will suffer in the 
end, and that the commission will not 
escape public criticism therefor. There 
is, therefore, every reason to believe 
that regulatory commissions will aim 
to avoid destructive rate orders. 

There is an old saying: “The proof 
of the pudding is in the eating.” It may 
be well to ask what the commissions 
have done since the Natural Gas Pipe- 
line Company Case was decided, more 
than four years ago. There has been 
abundant time for widespread action. 
The commissions have not used their 
new-found freedom to embark upon a 
crusade of utility destruction. There 
has been no cloud of extreme rate re- 
duction orders. In fact, regulation of 
rates appears to have proceeded with 
the same objectives as before the Nat- 
ural Gas Pipeline Case and the Hope 
Case were decided. 


HE emancipation of commissions 

from the reproduction cost for- 
mula, so far as the Federal Constitu- 
tion is concerned, leaves a commission 
still, in every case, faced with the same 
question as before, which is, “What 
is a fair level for these rates?” The 
answer to that question cannot be 
picked out of the air. A commission 
must have standards for the guidance 
of the commission and of its staff, in 
determining what is reasonable; and 


those standards must be such that they 
may be applied in such manner as to 
justify, to the utilities affected, and to 
the public, the rates established by the 
commission. Reproduction cost esti- 
mates, often fanciful and even fantas- 
tic, did not do this; but the public can 
understand that it must pay the fair cost 
of the service it receives, and that a 
fair return on the capital used in sup- 
plying the service is a part of that cost. 


It is doubtful that any other formula 
will be developed which will take the 
place of the cost of service formula, in 
which the amount to be paid by the 
public is determined by adding to the 
cost of operation the amount of a fair 
return upon a rate base supported by 
actual capital investment. This is a for- 
mula which the public can understand, 
and the justice of which will be com- 
monly conceded. It does not provide 
for speculative profits; but it aims at 
preservation and security. 


NDER this formula — assuming 
honest capitalization, a plant 
suited to the needs of the community, 
and reasonably efficient management— 
rates, to be reasonable, must produce 
revenues sufficient to pay operating ex- 
penses, necessary interest, and such re- 
turn in dividends as takes properly into 
account the contribution to the enter- 
prise made by stockholders and the de- 
gree of risk involved, as well as any 
other factors which in the judgment of 
the commission ought fairly to be con- 
sidered. This is really the test stated 
in the Colorado Interstate Gas Com- 
pany Case, in which, citing earlier 

cases, the court said: 
In those cases we held that the question 


for the courts when a rate order is chal- 
lenged is whether the order viewed in its en- 
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Standards of Public Service Commissions 


6¢ A COMMISSION must have standards for the guidance of the com- 

mission and of its staff, in determining what is reasonable; and 

those standards must be such that they may be applied in such manner 

as to justify, to the utilities affected, and to the public, the rates established 
by the commission.” 





tirety and measured by its end results meets 
the requirements of the act. That is not a 
standard so vague and devoid of meaning 
as to render judicial review a perfunctory 
process. It is a standard of finance resting 
on stubborn facts. “From the investor or 
company point of view it is important that 
there be enough revenue not only for operat- 
ing expenses but also for the capital costs of 
the business. These include service on the 
debt and dividends on the stock. .. . By that 
standard the return to the equity owner 
should be commensurate with returns on in- 
vestments in other enterprises having corre- 
sponding risks. That return, moreover, 
should be sufficient to assure confidence in 
the financial integrity of the enterprise, so as 
to maintain its credit and to attract 
capital... .1¢ 


That this rule does not bar consid- 
eration of the character and amount 
and value of the service covered by the 
rates involved has been made clear by 
the decision of the court in the Market 
Street Railway Company Case, to 
which reference has already been made. 


8 Bene opinions of the court ought 
not to encourage commissions to 
make rates without concern for the rev- 
enues they will produce. They ought to 


-— (1945) 324 US 581, 605, 58 PUR(NS 65, 
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have the opposite effect, since the valid- 
ity of rate orders is made to depend 
altogether upon whether the rates es- 
tablished will yield revenues sufficient 
to meet the reasonable needs of the 
companies affected. 

Not only is it true that commission 
regulation generally, since the new at- 
titude of the court became evident, evi- 
dences no disposition to enter upon a 
course of drastic and destructive rate 
reductions, but a study of the decisions 
of the Federal Power Commission, 
making the great reductions which 
have been referred to, wiil show that 
the commission, when it made them, 
aimed to avoid reducing rates to a point 
which would prevent the continued suc- 
cessful operation of the companies in- 
volved. It appears to have done so. 
Indeed, in the Natural Gas Pipeline 
Company Case, after the $3,770,000 
interim reduction order had been sus- 
tained, it became unnecessary to pur- 
sue the rate investigation proceedings 
to a final conclusion, because the com- 
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pany agreed upon a further voluntary 
reduction of $2,738,000 in operating 
revenues being received when the 
agreement was made, which shows that 
theccommission did not cut to the bone, 
nor overestimate future revenues. In 
the Hope Case the commission’s order 
was drawn to permit continued rev- 
enues sufficient to pay operating ex- 
penses and more than 6 per cent upon 
the entire outstanding stock of the com- 
pany (more than one-half of which 
had been issued as stock dividends), 
and 12.9 per cent upon all stock which 
had been issued for cash or other as- 
sets. In the Panhandle Eastern Pipe 
Line Company Case the commission’s 
order was drawn to permit a net op- 
erating return of 64 per cent upon the 
company’s investment. In no case does 
the commission appear to have aimed to 
reduce net earnings below a 6 per cent 
return, which is not niggardly, in view 
of prevailing interest rates. 


a is also significant that the rate re- 
duction orders of the Federal Pow- 
er Commission have not prevented the 
securities of the companies affected 
from sharing in the general advance in 
stock market prices. In his address be- 
fore the American Economic Associa- 
tion last January, to which reference 
has been hereinbefore made, Commis- 
sioner Smith of the Federal Power 
Commission referred to this fact, and, 
as striking examples, pointed to the 
table below. 


inns Panhandle Eastern 1946 price, 
in this example, was adjusted to 
reflect the 2-for-1 split in stock, the 
actual January, 1946, quotation being 
38%. This, on April 11, 1946, had be- 
come 503, which would have brought 
the current price to 101, in contrast to 
298, when the commission’s reduction 
order was made. 

It has, of course, been disturbing 
to those who own and control these 
pipe-line companies to be compelled to 
make the very great reductions ordered 
by the commission, but perhaps they 
should felicitate themselves upon hav- 
ing been permitted to enjoy freedom 
from regulation so long. Prior to the en- 
actment of the Natural Gas Act, they 
were in a most fortunate position. Shar- 
ing in the supplying of a public utility 
service they were nevertheless unregu- 
lated. They sold principally to distribu- 
tors, and not directly to the public. 
The distributors shielded them from 
public scrutiny and public criti- 
cism. The state commissions could 
not reach them. They had the nat- 
ural gas field to themselves, and, in 
making their rates, were a law unto 
themselves. They could thus exact all 
that the traffic would bear; i.e., all 
that the distributors would pay to es- 
cape the cost of supplying their needs 
with artificial gas. Their prices to dis- 
tributors were thus related not to the 
cost of supplying natural gas service, 
but to the cost which would be incurred 
in supplying a substitute service. It was 
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Company 
Panhandle Eastern Pi 
El Paso Natural Gas 


Northern Natural Gas Co. ....... 
Interstate Natural Gas Co. ....... 
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Common Stock Price 
At Date of Rate As of 
Reduction Order January 9, 1946 
298 77% 
222 484 


7 22 41 
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an opportunity for profit unique in the 
public service field; and the gas pipe- 
line companies, quite naturally, took 
full advantage of it. 

Their profits were, therefore, very 
great. When their rates, by public regu- 
lation, were brought into relation to the 
cost of the service they supplied, very 
great reductions inevitably resulted. 
The occurrence was a misfortune—or 
perhaps more strictly a lack of con- 
tinued good fortune—to the gas pipe- 
line industry, but it should not be taken 
as an indication that the regulatory 
commissions of the country are about 
to run amuck in rate regulation. 


” this connection it may be pointed 
out that the Federal Power Com- 
mission has exercised rate regulatory 
jurisdiction over electric companies for 
some years longer than it has had juris- 
diction over natural gas companies, but 
there has been no record of great re- 
ductions in electric power rates. In his 
address, in January, 1946, just re- 
ferred to, Commissioner Smith listed 
such electric rate reductions as the com- 
mission has made since the Federal 
Power Act was passed, ten years 
ago. These have been 11 in number, 
with aggregate reductions in all of 
$985,000. 

This contrasts with gas rate reduc- 


tions since 1938 aggregating $31,- 
212,000. 

Voluntary reductions in the electric 
field have approximated the reductions 
ordered by the commission. This sur- 
prisingly different record in the elec- 
tric and gas rate fields is not to be ac- 
counted for by any disposition on the 
part of the commission to deal more 
tenderly with the electric companies 
than with gas companies. It is owing to 
the fact that the situation in the gas 
field, which I have mentioned as exist- 
ing when the commission’s activities 
began, was altogether different from 
that in the electric field. 

Upon a consideration of the entire 
situation, including the history of com- 
mission regulation, both before and 
since the decision in the Natural Gas 
Pipeline Company Case, it seems rea- 
sonable to conclude that those who are 
now fearful that commission regula- 
tion in the future will be drastic and 
destructive may hereafter find them- 
selves in the position of that worthy 
man, who, in the evening of life, said 
to his son: “My son, let me tell you 
something which may be of value to 
you. In the years ahead you will prob- 
ably have your share of trouble. Every 
man has some trouble. I have had very 
many heavy troubles in my lifetime, 
but most of them never happened.” 





MVA As a Superstate 
a 4 I F I thought this MVA program would finally end up in an authority 


comparable to that of TV A, which is nothing but an empire with- 
in an empire and entirely unnecessary, I would not be so enthusiastic... 
“The idea of a group of people like in TVA having authority to spend 
all the money they please to develop a valley and take all the revenues 
is undemocratic—dangerous.” 
—BEnN F. JENSEN, 
U. S. Representative from Iowa. 
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Kilowatt Hours Will Grow 
With Farm Income 


Some rural activities that forward-looking power 
companies have effectively assisted and their im- 
portance to the industry. 


By ROY GODLEY 
RURAL SERVICE MANAGER, EDISON ELECTRIC INSTITUTE 


, ; \HERE is a phase of farm electrifi- 
cation—indirect though it may 
be—which deserves more atten- 

tion than it has sometimes received 
from management. This is active, and 
still more active, agricultural develop- 
ment work by power companies to sup- 
plement the work of existing agricul- 
tural agencies. 

A primary aim of agricultural de- 
velopment programs such as better 
feeding practices, use of improved seed 
varieties, better care of the land, or 
proper use of electrical farm equip- 
ment, is the increase of farm income. 
Higher farm income means to the util- 
ity company an almost sure increase in 
farm kilowatt-hour potential. 

Numerous checks of kilowatt-hour 
consumption in rural territories indi- 
cate a close correlation between elec- 
tricity consumption and farm income. 


Where farm income is high, the kilo- 
watt-hour consumption of farm cus- 
tomers is generally high. Where farm 
income is low, use of electricity is low. 
These facts should encou se a power 
company to examine the types of agri- 
culture prevalent in its territory, and 
the agricultural programs being pro- 
moted. 

Now the question may be asked: 
What can a power company do to help 
promote agricultural improvement 
programs such as soil conservation, 
dairy herd improvement work, etc.? 
There may still be some feeling that 
this type of work is the entire respon- 
sibility of such agencies as the Agricul- 
tural Extension Division, Soil Conser- 
vation Service, and the Agricultural 
Experiment stations. 

In most rural areas today, the power 
company has a larger investment in the 
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KILOWATT HOURS WILL GROW WITH FARM INCOME 


area than any other industry. It 
should, therefore, be interested in 
helping to make agriculture prosper- 
ous, just as agricultural groups in the 
educational field are interested in help- 
ing farm people to make the most prof- 
itable use of electric service. The course 
for keeping farm people abreast of gen- 
eral farm and home improvements has 
been weil charted by the various land 
grant college experiment stations and 
other agricultural agencies, but a 
power company can do much to sup- 
plement this work. Agricultural work- 
ers can also do much to supplement the 
farm electrification activities of a 
power company. 


| geese every company has a well- 
planned program for guiding 
farm people in the practical applica- 
tion of electric power to farm jobs. 
This phase of farm electrification, how- 


ever, can be of maximum value to farm 
people only when the work of the power 
company is supplemented by agricul- 
tural agencies such as the Agricultural 
Extension Division. It is most desir- 
able that power companies encourage 
programs that will assist those agencies 
to get information on the usual farm 
electrification applications. It is also 
important, where power companies 
have an agricultural development de- 
partment, that the established agricul- 
tural agencies assist them in their ap- 
proach to promoting agricultural de- 
velopment. A close relationship be- 
tween the agricultural development de- 
partment of the power company and 
agricultural agencies can increase the 
effectiveness of programs of all groups. 

When rural lines are built, the com- 
pany expects to amortize the cost of 
construction over a number of years. 
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What better insurance can a company 
have on the expenditure made than to 
be serving prosperous farmers. One 
power company will soon announce the 
employment of a soil conservation spe- 
cialist, as a member of its staff. The 
specialist does not know a thing about 
electricity, and the president of the 
company says he will be sure that the 
specialist does not learn anything about 
it. He does know soil conservation, 
and he will spend his entire time 
preaching its importance to farmers 
and businessmen alike, supplementing 
the work of the soil conservation dis- 
tricts in the area. Soil is basic for hu- 
man life. It is also basic for farm elec- 
trification, for as soil erosion pro- 
gresses, the inhabitants depart, com- 
munities wither and die. 


Fs eanypiinenig programs that have 
been most productive are those 
the most people know something about 
and talk about. A power company can 
be most effective in carrying on activi- 
ties to get an agricultural program be- 
fore more people. If a farmer hears 
his banker, his hardware dealer, or his 
doctor mention a good farm practice 
and its importance, he will start think- 
ing about it himself. Thought stimu- 
lates action. 

A banker in Tennessee has had a 
profound influence upon the agricul- 
ture within his banking area. He has 
influenced not only the type of agricul- 
ture, but also farm practices that have 
contributed to increasing farm income 
by improving product quality. 

A power company has taken the lead 
in the organization of an artificial in- 
semination association, as a means of 
improving the quality of dairy cattle in 
the area. The company management 
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Application of Electric Power to Farm Jobs 


sass, irsenens every company has a well-planned program for guiding 
farm people in the practical application of electric power to farm 
jobs. This phase of farm electrification, however, can be of maximum 
value to farm people only when the work of the power company ts sup- 
plemented by agricultural agencies such as the Agricultural Extension 


Division. 


It is most desirable that power companies encourage pro- 


grams that will assist those agencies to get information on the usual farm 
electrification applications.” 





thinks it a smart thing to do. Higher 
producing dairy cows mean more prof- 
itable dairying, and the more prosper- 
ous the customers, the more prosper- 
ous will be the company. Most power 
companies get only from 14 per cent to 
14 per cent of the income of the terri- 
tory. Obviously then, if by improved 
practices a farmer’s income can be 
raised, for example, to $2,000 cash 
from $1,500, it is good business for a 
power company to encourage those 
practices. 

Farm Journal reports that Missouri 
bankers have found that, on a typical 
Missouri farm, every dollar spent on 
soil conservation will in ten years pro- 
duce $1.64 in increased farm income. 
These bankers are prepared to sit down 
with farmers, show them the facts, and 
back up their conviction with credit at 
4 per cent. Certainly electric utilities 
are interested in such a conservation 
program or any other agricultural ac- 


tivity that gives promise of increasing 
the income of their territory. 

Such developments fit well into elec- 
tric utility operations. Since the power 
company is irrevocably tied to a defined 
area, it must grow or decline with that 
area. Most industries can seek new lo- 
cations for expansion; the utility must 
grow from within by intensive cultiva- 
tion of the territory it serves. Utilities 
have found that industrial development 
of their territory—helping to bring 
new industries into the area by adver- 
tising its advantages, assisting in find- 
ing suitable factory sites, etc. — isa 
highly profitable and beneficial activity, 
for both the territory and the company. 


F  gpneensicrap development is an 
extremely practical way of inten- 
sively cultivating the territory. It fur- 
nishes a kilowatt-hour potential that 
will fluctuate very little, even in times 
of depression. This type of rural pro- 
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KILOWATT HOURS WILL GROW WITH FARM INCOME 


motion is of value to the power com- 
pany in three distinct ways: 

1. It encourages activities designed 
to improve the farmer’s economic 
status. 

2. If the income of the farmer in- 
creases, he will buy more of the serv- 
ice the power company has to sell. 

3. It gives the company a noncom- 
mercial contact with farm customers 
and agricultural agencies, which en- 
courages a favorable working relation- 
ship between the utility and various 
agricultural groups. 

The first and most important re- 
quirement, for a utility planning an 
agricultural development program, is 
to have a person adequately trained in 
agriculture in full charge of the work. 
This person should, of course, be di- 
vorced from sales responsibility. 

Second, any agricultural develop- 
ment program planned should be 
closely coordinated with the programs 
of existing agricultural agencies. The 
power company activity should supple- 
ment rather than supplant existing 
agricultural work. Approached on this 
basis, it is conducive to teamwork. 


e & HE type of teamwork that will get 
results is where agricultural work- 
ers, such as county agents, home dem- 
onstration agents, and Vo-Ag teach- 
ers, know enough of basic farm elec- 
trification problems, such as the im- 
portance of adequate wiring, etc., to 
guide farm people properly. And 
where power companies have person- 
nel on their payrolls with knowledge 
and training in agriculture to formu- 
late programs that will enlist the inter- 
est of more people, both farm and ur- 
ban, in agricultural work that is aimed 
at raising the economic status of farm 
people. 
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It is most important that agricul- 
tural workers engaged in educational 
work have some basic knowledge of 
farm electrification for, in general, 
farm people look to the employees of 
the agencies for guidance. Construc- 
tive advice for more than a quarter of 
a century has given them a favorable 
rating that is deserved. They can be, 
and in many cases have been, most ef- 
fective in teaching the practical appli- 
cation of electricity to farm and home 
jobs. 

The power company can also be very 
effective in promoting general agricul- 
tural development, of a type only in- 
directly connected with the sale of elec- 
tric service. Such development is ef- 
fective from the standpoint of the 
power company because it builds the 
territory. 

To be most effective, it requires a 
close working relationship between 
the power company and various agri- 
cultural groups. 


| | ERE are a few activities that power 
companies have effectively as- 
sisted in: 


1. 4-H club work—assisted in vari- 
ous phases of project work. 

2. Soil conservation — helped sell 
program of Soil Conservation Service, 
which has demonstrated practical soil 
conservation practices. 

3. Better livestock campaigns—do- 
nated prizes for shows, assisted in pro- 
moting purebred sales. 

4. Better dairy sire programs — 
placed proved sires and sons of proved 
sires with dairy groups. 

5. Poultry improvement — made 
movies showing improved practices, 
assisted with poultry shows, and many 
others too numerous for mention. 


True, most of these activities are not 
directly connected with farm electrifi- 
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cation, but they are vital in improving 
farm practices and kilowatt hours grow 
with farm income. 

Almost every power company main- 
tains personnel who devote their time 
to the load-building phase of farm elec- 
trification, and their activities usually 


show immediate practical results. The 
results obtained from agricultural de- 
velopment programs may not be as im- 
mediately apparent ; but in their effects 
on the territory served, and the power 
company’s revenues, they can be even 
more lasting and beneficial. 








Railroad Radio Service 


C¢ A HEARING, to ascertain the facts regarding the use of 
radio in connection with the operation of railroads as 
an aid in the protection of life and property, was held by the 
[Federal Communications] Commission in September, 1944. 
As a result of that hearing and the frequency allocation hear- 
ing, 60 channels in the band 152—162 megacycles were allo- 
cated for the exclusive use of railroad radio stations. In addi- 
tion to these channels, it was proposed that certain television 
bands be shared by the railroads on a mutually noninterference 
basis. With this encouragement, the railroads, acting through 
the Association of American Railroads, have progressed rapid- 
ly with plans to adopt radio communication facilities in the 
operation of terminal stations, freight trains, and general rail- 
way business. Committees of the Association of American 
Railroads have been working closely with the commission staff 
in formulating a nation-wide allocation plan for the preparation 
of new rules and regulations for the railroad radio service. 
“At present, 125 stations are operated by or on behalf of the 
railroads on an experimental basis. An extensive survey made 
by the railway department of the Office of Defense Trans- 
portation indicates that the railroads intend to install a mini- 
mum of 1,500 railroad radio stations and the 52 separate rail- 
roads plan to install 2-way radio facilities as soon as equipment 
is available.” 
—Excerpt from eleventh annual report, 
Federal Communications Commission. 
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The Municipal Plant Thees 


Is it today more or less of a menace to the preservation 

of free enterprise in the electric light and power util- 

ity industry in the United States as compared with 

former years? Here is a long-range analysis of time 

trends, modern complications, and political philoso- 

phy, in this important field of industrial activity and 
experience. 


By FRANCIS X. WELCH 


EETING the threat of municipal 
M ownership is probably the 
oldest politico-economic prob- 
lem which the electric power utilities 
in the United States have had to face, 
on a nation-wide scale, since the birth 
of that industry. It predated, to some 
extent, even the problems of adjusting 
a new industry to a new theory of 
regulation. Commission regulation did 
not emerge, in the form of full-powered 
state regulatory action, until the earlier 
years of the century. 

But the character of the threat of 
municipal ownership has undergone 
interesting changes through the years. 
In the beginning, when the electric util- 
ity business was still on the threshold 
of its industrial existence, there was a 
brief period when the whole course of 
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the industrial development trembled in 
the balance. Edison had established the 
celebrated Pearl street station in New 
York city as a pioneer venture in pri- 
vate enterprise in 1882. Yet, in that 
same year, four small municipal plants 
were already in existence.’ By 1902, 
when the first Federal census was 
taken, 815 municipal plants had sprung 
into existence. Would America’s elec- 
tric utility industry follow the road to 
the left (later taken in other nations) 
and develop its electric service along 
lines dominated by public ownership? 
Or would it swing to the right, and 
follow the traditional course of free 
private enterprise? 


1“Municipal Plant—Coming or Going?” by 
Dr. Ralph L. Dewey, Pustic Utiities Forrt- 
NIGHTLY, June 12, 1930. 
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For a while it was touch and go. 
The application of the Diesel engine to 
small local central electric generation 
was made to order for municipal plant 
development. This was about 1909.8 
As a result, the number of municipal 
plants climbed steadily showing gains 
in each Federal quinquennial census 
until a peak was reached in 1922— 
with 2,581 municipal plant organiza- 
tions in the United States. The effi- 
ciency of private company organiza- 
tion, spreading out through the hinter- 
lands from the larger cities ; the intro- 
duction of system-wide economies re- 
sulting from the improvement of long- 
distance transmission techniques— 
these and other technological develop- 
ments overshadowed the economy of 
the purely local and generally isolated 
municipal plant. The tide turned and 
the total of municipal plant establish- 
ments began to recede—to reach a low 
ebb of 1,802 in 1932. 


HE accompanying table shows this 

rise and ebb in the number of mu- 
nicipal establishments. Note, however, 
the resurgence of the municipal plant 
after the New Deal was established in 
1933. The statistics on this point are 
a little blurred by some changes in clas- 
sification as the result of the Federal 
Power Commission taking over the 
gathering of such statistical data fol- 
lowing the last U. S. cenus report for 
1937. But small differences to one side, 
there can be little doubt that the munici- 
pal plant has come back substantially 
since the low point in 1932. Further, 





8“The Changing Character and Extent of 
Municipal Ownership in the Electric Light and 
Power Industry,” by Herbert B. Dorau, Re- 
search Monograph No. 1, Institute of Land 
o—e Public Utilities Economics, Chicago, IIl., 


this comeback probably is the direct 
result of Federal government pressure 
and policy which injected a new factor 
into what was previously a matter of 
purely local concern. 


NUMBER OF MUNICIPAL ELECTRIC 
PLANTS IN THE UNITED STATES 


BOGE ccsscvcce 815 ere 2,198 
BEE 6sscececs 1,252 , ae 1,802 
eae 1,562 BOGE oscecwens : 

BURT sessesece 2,318 BREE. ésesecuce 2,130 
WSR .ccccccce 2,581 BID csceveche 2,198 


Source: All figures from “U.S. Census of 
Electric Industry 1902-1937”; except totals in 
italics for 1941 and 1945, from Federal Pow- 
er Commission data, which include Federal, 
state, county, and district establishments, but 
not codperatives. 


The effect of this Federal influence, 
on the resurgence of the municipal 
plant, and what the business-managed 
industry can do about it, is the subject 
to which this article is addressed. Of 
course, the number of private compa- 
nies in the electric utility field likewise 
rose and ebbed, through this earlier pe- 
riod. But the significance of this was 
altogether different from the trend in 
municipal plant totals. The number of 
private electric utilities reached a peak 
of 4,224 in 1917 and has declined 
steadily since that year. Thus, the Fed- 
eral Power Commission directory for 
1941 listed 1,150 “privately owned 
utilities.” 


_" while the municipal plant by its 
very nature is generally confined 
to a single community area, the private 
company can and does serve increasing 
numbers of municipalities—several as- 
suming statewide proportions. One 
such company—the Consolidated Edi- 
son Company, serving gas and elec- 
tricity to New York city’s millions— 
is the largest single metropolitan area 
utility organization in the world. The 
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THE MUNICIPAL PLANT THREAT 


relative number of operating private 
companies, therefore, can bear no rea- 
sonably similar relation to the rise and 
fall of public sentiment for private en- 
terprise, as compared with the relation 
which the rise and fall in the number 
of municipal plants bear toward local 
public sentiment for public ownership 
in the electric utility business. 

Is the municipal plant, today, the 
principal protagonist of public owner- 
ship? Is it the main threat to the con- 
tinued existence of private enterprise 
in the electric utility business ? Or have 
alternative forms taken the lead, even 
though their total statistical showing 
(to date) may not be so impressive nor 
so well established ? These are difficult 
questions to answer. 

Already, the emergence of newer 
forms of public ownership has com- 
plicated the situation. Municipalities, 
as such, have shown stout resistance 
to the territorial ambitions of public 
utility districts in Nebraska and some 
other areas. (See post, page 774.) 


y Wisconsin, recently, it was the mu- 
nicipality rather than a private util- 
ity company which took the leading 
part in blocking, before the Wisconsin 
Public Service Commission, a program 
of an REA co-op to take over an entire 
private utility system and expand its 
operations regardless of separate mu- 
nicipalities included therein. Recent 


z 


murmurs from high officials within the 
Rural Electrification Administration 
indicate that we shall hear more of this 
conflict of interest between the munici- 
pality, as such, and alternative forms 
of public ownership (admitting, here, 
that an REA-financed co-op is hardly 
a public agency in any other but a broad 
social sense). 

And this is a natural reaction. The 
municipality, by its nature, must con- 
fine itself more or less to its own corpo- 
rate limits. If it tries to operate a city- 
owned utility service over a much 
wider area, complaints and complica- 
tions are bound to arise. Contrariwise, 
no city—certainly no large city — 
would ordinarily enthuse over the pros- 
pect of being dependent for its vital 
utility service on an unregulated group 
of farmers, or other agency situated 
outside of the city, and independent of 
the city for purposes of control over 
rates, financing, service responsibility, 
etc. From the standpoint of private in- 
dustry, the larger-area type of public 
ownership unit would, in the long run, 
seem more menacing, all other things 
being equal. 

The municipal plant is strictly a 
local show, as we have noted, whereas 
the district, co-op, county, or other 
group can take in whole sections, in- 
cluding many municipalities, in one fell 
swoop (or, perhaps, one swell flop, as 
may be). 


“. . . when the electric utility business was still on the 

q threshold of its industrial existence, there was a brief period 
when the whole course of the industrial development trembled 
in the balance. Edison had established the celebrated Pearl 
street station in New York city as a pioneer venture in private 
enterprise in 1882. Yet, in that same year, four small mu- 
nicipal plants were already in existence.” 
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| fey us assume, now, that we have a 
situation where there is no doubt 
about the menacing quality of munici- 
pal action from the private industry’s 
point of view. Let us assume, in other 
words, that we are dealing with the 
usual situation of municipal plant agi- 
tation which does, unquestionably, 
threaten the security of a business- 
managed utility property. The impor- 
tant question now arises, how to cope 
with such agitation ? It is a double-bar- 
reled question: first, where to begin— 
secondly, what approach to emphasize. 

If the writer can be pardoned for 
indulging in a little hindsighted fore- 
sight, too often in the past utility com- 
pany efforts to offset a municipal plant 


threat have begun at the wrong place. 
It has been said that the typical utility 
company’s defense against municipal 
plant agitation began in the state legis- 
lature and ended in the courts. That is 
an extreme and perhaps unfair criti- 
cism; but, unfortunately, it has some- 
times been true. Such defense has usu- 
ally taken the earlier form of attempts 
in the state legislature to prevent mu- 
nicipalities from voting on public own- 
ership questions. Following failure of 
such attempts, we have witnessed futile 
litigation in the state and Federal 
courts to interpose legalistic barriers 
against the establishment or operation 
of municipal plants before or after they 
have been authorized. 
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Annual Results of Municipal Electric Plant Elections 
In the United States 
ACCORDING TO NUMBER OF ELECTIONS HELD 1933 THROUGH 1945 
(Marginal Numerals Indicate Unit Number of Elections Held Each Year) 








Unshaded: Results unfavorable to 
municipal ownership 





Re Shaded: Results favorable to 
municipal ownership 
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I" comparatively few instances were self-preservation. When we stop to ra- 
such tactics successful. More often, tionalize our actions, all of us are self- 
they were not. They were not success- ish. In every waking hour of our day, 
ful because they were based on a poor in our every action, from the over- 
psychological approach. First of all, stuffed baby in his crib, crying for an 
they were obviously defensive—which unnecessary bottle, to the pious be- 
is bad enough. They also stressed the quests echoed from our graves through 
legalistic rather than the public rela- our last will and testament—every 
tions point of view—which is worse. thinking act is necessarily motivated by 
And, finally, they made the company selfishness, in the better sense of that 
appear in the role of trying to short- term. If we acted otherwise, we would 
circuit the will of the people, of being not be rational human beings. But a 
afraid of a democratic verdict—which vast difference arises between the 
is worst of all. cruder forms of selfishness and more 

What, then, is the preferred psycho- enlightened manifestations of self- 
logical basis for a company’s approach interest. The basic impulse may be the 
to this problem? Psychologists agree same, although the reactions vary 
that the primary instinct motivating widely. The Christian martyr, being 
the behavior of the human species is devoured by lions in the Roman arena, 


e 


Annual Results of Municipal Electric Plant Elections 
In the United States 


ACCORDING TO NUMBER OF VOTERS PARTICIPATING 1933 THROUGH 1945 
(Marginal Numerals Indicate Millions of Voters Participating Each Year—000,000 Omitted) 
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Unshaded: Results unfavorable to 
municipal ownership 
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was practicing what to him was a self- 
ish act. In his mind, an eternal reward 
for the martyrdom was to be preferred 
to sinful apostasy. 


7_= writer has dwelt a little here, 
on this elementary psychological 
factor, to prepare for the next sugges- 
tion. That is, that the truly effective 
appeal, as a business-managed com- 
pany to the people of the community 
(who in the final analysis must decide 
whether or not they want a municipal 
plant), must be based on selfishness 
from the people’s point of view. The 
utility company must convince the fel- 
low on Main street that it means 


money in his pocket, in one form or 
another ; or that it means more comfort 
or security for him and his family to 
keep the private company operating. If 
this can be done, the threat of munici- 
pal plant ownership can never be a se- 


rious matter. If not, it will never be 
entirely absent. 

Now that is stating the problem in 
rather oversimplified form. Appealing 
to the average citizen’s selfishness—or, 
using a less offensive term, his wel- 
fare or self-interest—can take many 
forms. Some of the appeals that are 
successfully made in other business 
lines appear as amusing as they are in- 
credible. Every day, millions of dollars 
worth of cosmetics, toilet articles, 
home remedies, patent foods, and so 
forth, are sold under advertisements 
suggesting that their use will make it 
possible for a young lady to be success- 
ful in romance, or that a small boy can 
thereby grow up to be as strong and 
resourceful as Superman. These are 
fantastic appeals to the customer’s 
selfish interest. They may be mythical, 
unfounded, but apparently they work. 
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5 Brn appeals are mentioned only 
in contrast with the more con- 
descending type of utility company’s 
appeal—one which is based on stuffy 
arguments about unfair competition, 
unconstitutional confiscation, and other 
pleas addressed to abstract standards 
of justice, supported by statistics, and 
even, in some cases, written by the 
company’s lawyers. We must recog- 
nize that the average customer is not 
primarily concerned with the impor- 
tance of abiding by the Golden Rule, 
in order to do justice by a public utility 
company. Arguments of self-justifica- 
tion are likely to leave him cold. His 
reaction is more likely to resemble that 
of a famous New York city mayor who 
—so runs the story—listened patiently 
to a tear-jerking plea of a crippled vet- 
eran job seeker. The mayor bowed sad- 
ly, pressed the button on his desk, and 
told his secretary, who popped his head 
in the door : “Throw this so-and-so out 
of here, he’s breaking my heart.” 

It would seem that the public rela- 
tions officer, rather than the company’s 
legal officer, would be the party more 
likely to get results in handling a mu- 
nicipal ownership agitation in the first 
instance. He knows, or should know, 
the value of proper timing, of proper 
presentation of the company’s efforts. 
He knows, for example, that in the av- 
erage company there are more women 
customers than men, and very often 
more women shareholders than men. If 
this is so, is it really sensible to court 
the good opinion of the ladies with pub- 
licity copy prepared exclusively by 
men, with charts and statistics prob- 
ably written with an unconscious as- 
sumption of a male audience? 

Next, let us consider the defensive 
type of <appeal: Avoiding the ap- 
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Municipal Plant Development 


<4 HE application of the Diesel engine to small local central electric 

generation was made to order for municipal plant development. 

This was about 1909... . the number of municipal plants climbed steadily 

showing gains in each Federal quinquennial census until a peak was 

reached in 1922—with 2,581 municipal plant organizations in the United 
States.” 





pearance of defensive action is one of 
the most important of the earlier steps 
in combating municipal ownership agi- 
tation. By force of circumstances, the 
company ts, of course, on the defensive. 
But there are many ways to make it 
appear otherwise. Business-managed 
utilities might well afford, in this re- 
spect, to pay attention to the strategy 
of the public ownership proponents. 
Notice that they never bother with the 
defensive. They rarely pause to answer 
an argument, or correct the record. 
They just go right into high gear with 
an offensive barrage; and they get re- 
sults. Any newspaperman knows that 
a denial, no matter how justified, rarely 
catches up with an original charge, no 
matter how unfounded. Why—because 
the charge is news, the answer is mere- 
ly rehash. 

Our third point has to do with the 
voting rights of the people. It cannot 
be overstressed—the importance of re- 
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lying on the democratic process, of 
making sure that the utility customers 
know that the company does rely on it, 
and has confidence in the verdict. Cer- 
tainly, the record of events during the 
past few years lends no support to any 
fear of a popular vote. Let’s look at the 
record, as Al Smith used to say. The 
record shows that the most outstand- 
ing advances and successes which the 
movement for public ownership of util- 
ities has achieved in this country are 
the result of evading the democratic 
process. 

The record shows that, in an over- 
whelming number of elections involv- 
ing questions of municipal ownership, 
the people have voted “no” when they 
have had a chance to vote “no.” The 
record shows that the public ownership 
crowd is afraid of letting the people 
vote. The very type of state and Fed- 
eral legislation they sponsor and en- 
dorse betrays that fear. 
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N Nebraska, for example, the only 
state in the Union on its own initia- 
tive to run the electric industry right 
out of the state, the laws have been so 
designed that public utility districts can 
be formed, can acquire public utility 
properties, and can finance the same by 
revenue bond issues without popular 
vote. On the other hand, in that same 
state, the same laws which have made 
it easy for the state to slip towards so- 
cialization of utilities without benefit 
of the democratic process have been 
rigged so as to make it difficult ever 
to return to private enterprise. In San 
Francisco, former Secretary of In- 
terior Ickes tried repeatedly to ram mu- 
nicipal ownership down the throats of 
the people. Eight times, in all, by in- 
creasing margins of votes, they spit it 
out—refused to be bullied by a social- 
istic type of dictatorship from Wash- 
ington. 

When it is said that public owner- 
ship has made its greatest gains when 
it has been relieved of the necessity of 
submitting to a public vote, the refer- 
ence is primarily to Federal activity, in- 
cluding public power projects of the 
Interior Department and its Reclama- 
tion Bureau, TVA, REA, and other 
programs which undoubtedly have ac- 
complished a great deal of good by way 
of local benefits, but which also have 
cost a great deal of money for which 
all of us are obligated through taxes, 
but upon which none of us had the op- 
portunity to vote directly. 


Ee this article are two 
charts which show the year-by- 
year trend of municipal elections since 
1933, in which the people did have a 
chance to vote directly. 

The results speak for themselves. 
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Not only have the results been chiefly 
negative, but it will be noticed that only 
during the period before the war, when 
the Public Works Administration was 
active, were the municipalities interest- 
ed enough in this subject to hold a 
great number of elections. The people 
had to be bribed, with their own money 
—so to speak—before they would even 
take a vote. That shows more clearly 
than any opinionated argument that 
the inspiration for this movement was 
not spontaneous. It did not come from 
the people locally. It did not come from 
the grass roots. It came from the top 
downward. It came from Washington. 

Here are just a few summary figures 
on the results of these municipal elec- 
tions. From estimates compiled from 
available information sources which 
this author regards as most reliable, 
principally the Edison Electric Insti- 
tute, it appears that 1,165 municipal 
elections have been held in the United 
States since the beginning of 1933, in- 
volving propositions on the issue of 
public ownership of local electric util- 
ity services. First, let us consider these 
elections as separate units. Out of a 
total of 1,165 elections since 1933 to 
date, 523 were favorable to public 
ownership, while 642 were unfavor- 
able. Percentagewise, this means that 
55 per cent of all municipal ownership 
elections since the beginning of 1933 
through the first quarter of 1946 were 
unfavorable. 


HEN we eliminate some of the 

earlier years of the New Deal 
administration, when the PWA was 
active with its program of loans and 
grants in aid of municipal plant con- 
struction, we find that the proportion 
of unfavorable election results has in- 
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creased during more recent years as the 
PWA influence decreased and was 
finally eliminated. 

Thus, during the little more than a 
decade, from 1936 through the first 
quarter of 1946, we find that 62 per 
cent of all such elections were unfavor- 
able. And during the last five and one- 
quarter years, starting in 1941, and 
embracing the entire war period, 73 per 
cent of all such elections were unfavor- 
able. 

This preponderance of local voting 
sentiment against public ownership is 
even more striking when we give 
weight to the relative population in- 
volved in the voting (as distinguished 
from the percentage results derived 
from individual municipal elections 
computed as separate units). 

A total of more than 31,000,000 
people went to the polls in these mu- 
nicipal elections, beginning with 1933. 
More than 19,000,000 of them, or 
roughly 61 per cent, voted against the 
municipal ownership propositions. 
Here again, if we omit the earlier years 
of the New Deal, when the PWA was 
most active, we find that 87 per cent of 
all votes cast during the last ten and 
one-quarter years were unfavorable 
and almost 90 per cent of the votes cast 
since the beginning of 1941 to date 
were unfavorable. 

So much for statistics. The prac- 
tical question naturally arises at this 


point—how to win more of these 
elections when they occur ? 

It is not practical to attempt within 
the framework of a single article to 
outline the details and mechanics of 
such possible counteraction. One can 
only generalize by saying that the at- 
tack—and notice the use of the word 
“attack” rather than “defense” — 
should be upon the broadest possible 
front. It should appeal to the investor. 
It should appeal to the utility employee. 
It should appeal to the ratepayer. It 
should appeal to the taxpayer. These 
are all overlapping classifications, but 
each has its separate area of self-inter- 
est. The cumulative effect of such a 
quadruple impact on these four fronts 
means more votes, and may well mean 
the difference between winning or los- 
ing an election. 

How can the utility company appeal 
to the self-interest of the investor? 
There are weaknesses in public financ- 
ing, particularly in the revenue bond 
field, that can be exploited. If some pri- 
vate companies attempted financing on 
the same basis as these unregulated 
public ownership setups, the SEC 
would jump on them like a duck on a 
June bug. Recent decisions of the Su- 
preme Court, as well as common sense, 
suggest that the tax exemption feature, 
used as a lure by public securities, must 
eventually prove illusory. These are 
good subjects for critical analysis. 


e 


tions involving questions of municipal ownership, the people 


q “THE record shows that, in an overwhelming number of elec- 


have voted ‘no’ when. they have had a chance to vote ‘no.’ 
The record shows that the public ownership crowd is 
AFRAID Of letting the people vote. The very type of state and 
Federal legislation they sponsor and endorse betrays that 
fear.” 
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H™ can the utility appeal to the 
self-interest of the employee? 
Weall know that the right to strike and 
bargain collectively is inherent only in 
private enterprise. It becomes illegal 
when attempted against the govern- 
ment. Every time public ownership 
steps into the picture, the bargaining 
rights of the employees vanish. There 
were, and are, no strikes in totalitarian 
countries where public ownership of 
utilities commonly prevails. Notwith- 
standing efforts of some labor leaders 
to delude their followers on this sub- 
ject, there is an obvious golden oppor- 
tunity to persuade the employee that 
his best interest and security lie in a 
parallel direction with private enter- 
_ prise. The quickest way for a Russian 
citizen to wake up and find himself roll- 
ing snowballs around Siberia is even to 
mention “‘strike” in that great land of 
the proletariat. 

How can the utility company appeal 
to the self-interest of the ratepayer? 
The obvious angle here is the exploita- 
tion of the discrimination which pub- 
lic plants practice against millions of 
consumers in the form of tax discrimi- 
nation. Make the consumer feel that 
he is losing money, that he is being im- 
posed upon—not the utility company. 
This is true—he must pay the tax in 
the end. Comparisons of rates and 
services, when proper discount is made 
for these unwarranted preferences, can 
make the consumer aware that so- 
called rate advantages of public owner- 
ship are a fraud, a sham, and a “loss 
leader” designed to cover up political 
opportunism. And the same arguments 
can be made even more forcefully to 
the self-interest of the taxpayer. 

So far, reference has been made only 
to public ownership in the electric 
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field. But the same trend towards fed- 
eralism—away from local voting and 
local responsibility—is already at work 
in other fields of business enterprise, 
including the gas and telephone utili- 
ties. That great elder statesman, Ber- 
nard M. Baruch, told Congress only a 
few weeks ago, referring to centralized 
Federal controls on business: “If a 
close-fisted policy squeezes every bit of 
profit out of industry in order that 
some segment of society may be ad- 
vantaged—the government to be the 
sole judge of this—we will arrive at an 
economy with industries nearly all na- 
tionalized without a vote of the people.” 

But most of all, the utility industry 
must believe in itself. Men of the in- 
dustry cannot hope to persuade others 
unless they feel, honestly and sincerely, 
that they are engaged in a beneficial 
and righteous enterprise. If the utility 
industry does not start out with this 
premise, if it does not believe in itself, 
first of all, then everything else is fu- 
tile. Self-conviction is far and away 
the most important, the most indispen- 
sable feature in any utility company’s 
program to combat the threat of mu- 
nicipal ownership. 

Public utility men during the past 
decade have suffered unnecessarily 
from a feeling of inferiority brought 
on by continual and persistent criticism 
from self-styled liberals who have held 
them up as being the arch type of re- 
action. The public utility business has 
been labeled as almost a shameful 
thing by these self-appointed paragons 
of all social progress and proper think- 
ing. They have spread this falsehood 
that public utility enterprise is synon- 
ymous with reaction so far that 3 
good many people have come to believe 
it. 
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Public Ownership in Nebraska 


<-> Nebraska . . . the only state in the Union on its own initiative to 
run the electric industry right out of the state, the laws have been so 
designed that public utility districts can be formed, can acquire public 
utility properties, and can finance the same by revenue bond issues with- 
out popular vote. On the other hand, in that same state, the same laws 
which have made tt easy for the state to slip towards socialization of 
utilities without benefit of the democratic process have been rigged 
so as to make it difficult ever to return to private enterprise.” 





Ww it is high time that the peo- 
ple of this country recognize the 
fact that the public utility business, 
privately owned and operated, publicly 
regulated, self-supporting, and tax pro- 
ducing, represents the finest flower of 
the American way of life. They must 
recognize the true fact that those of the 
utility business, and of every other rep- 
resentative line of American business, 
are the real liberals, and that it is their 
unfair and unscrupulous critics who 
are the real reactionaries, and enemies 
of liberty and social progress for the 
masses. 

Now that may be a new and even 
startling thought. Utility men may not 
even have considered themselves as 
“liberals” in the common usage (or 
abuse) of the term. But liberalism in 
action speaks louder than words. By 
that test, utility men don’t have to yield 


769 


to anyone else in liberalism. After all, 
liberalism is not and, by its very na- 
ture, cannot be a constant quality, 
locked up and monopolized by any one 
political system or ideology. Liberal- 
ism has crossed the street many times 
in history. So it should not be too sur- 
prising to the real student of history to 
find that yesterday’s liberal is today’s 
reactionary, and vice vérsa. 

What is “liberalism”? The term 
“liberalism” stems from the Latin 
word “liber”’—which means “free.” 
The four freedoms dramatized by the 
Atlantic Charter, the Magna Carta, the 
Bill of Rights in our own Constitution 
—these outline a pattern of liberalism. 
Why, because they list freedom. Free- 
dom for whom? Freedom for the in- 
dividual, for a man who is master of 
his own soul. There is, probably, no 
better way of putting it than that im- 
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mortal phrase from our Declaration of 
Independence — “‘life, liberty, and the 
pursuit of happiness.” 


HERE is the freedom of the indi- 

vidual guaranteed today? In 
what parts of the world, under what 
political systems, is individual man se- 
cure in his freedom to live, to move 
around, to worship, to speak, and ex- 
press himself, and to earn a living in a 
vocation of his own choice? 

We all know the answer. We all 
know where mankind has been chained 
to the chariot of a totalitarian state, 
where freedom of thought, of press, of 
religion, of individual enterprise has 
been suppressed. Why is this? Why 
is it that only in a nation such as our 
own, where freedom of enterprise ex- 
ists, can the freedom of the individual 
be truly said to be secure? Why is it 
that property rights under our Amer- 
ican system of private enterprise ap- 
pear, comparatively speaking, like the 
shining outer garments which clothe 
the dignity of individual freedom? 
Why is it that wherever and whenever 
the security of such property rights for 
the individual have been torn away and 
destroyed, the soul of individual man 
has become suppressed and degraded 
by that monstrous crime against mod- 
ern civilization—the idolatrous wor- 
ship of the state? 

Twenty or thirty years ago, the ac- 
cent on liberalism had to be differently 
placed. Then, mankind suffered from 
the danger of industrial monopoly. At 
that time, business was strong, govern- 
ment was weak. Liberalism at that 
time was exemplified by the late Sen- 
ator George W. Norris. He honestly 
feared for the liberties of the masses. 
He wanted to protect them from Wall 
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Street, from the railroads, from an un- 
controlled industrial machine which 
had become irresponsible, to some ex- 
tent, by the very reason of its own suc- 
cess. And so he and others like him, 
old-fashioned liberals, came to Wash- 
ington and fought their battles and 
won them. They placed on the statute 
books laws regulating the abuses of in- 
dustries, particularly the public utili- 
ties. So, today, we stand no longer in 
danger of our liberties from this di- 
rection. 


B” these same old-fashioned lib- 
erals were too habit worn to turn 
around. They could not adjust them- 
selves to danger from a new quarter. 
They, who were so sensitive to the 
abuses of management, developed 
blind spots towards the abuses more re- 
cently emerging from the left. As a 
prominent Spanish philosopher, Salva- 
dor Madariaga, former secretary to the 
League of Nations, and now a political 
exile, said: “After undergoing deadly 
peril from the right, liberty now is just 
as seriously threatened from the left.” 

Today, who is really carrying the 
ball for th® common man, for the con- 
sumer, for the average citizen? Who 
is protecting his right to “life, liberty, . 
and the pursuit of happiness”? Old- 
fashioned liberals have become apolo- 
gists for abuse, appeasors of aggressors 
against the rights of minorities. Is it 
liberalism to insist that labor leaders 
should be immune from antiracketeer- 
ing laws which apply to the rest of us? 
Is it liberalism when the Supreme 
Court says it’s all right for labor lead- 
ers to defraud workers by withholding 
part of their pay in the form of “kick- 
backs”? Is it liberalism to defend a sys- 
tem of tax immunity for socialized ad- 
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ventures into private business which 
result in unfair competition? Is it lib- 
eralism to contend that public funds 
must be wasted in the building of un- 
necessary and wasteful duplication of 
private business facilities ? 


ory Russia—the ideal of so many 
of these tired liberals — has not 
only her public utilities, but every other 
business 100 per cent public owned and 
operated. Will you find liberalism 
there? In France, now engaged in na- 
tionalizing all her utilities, the Com- 
munist party, representing one-third 
of the electorate, has insisted on cen- 
sorship of the press. Is this liberalism ? 
Common sense says “no”—regardless 
of radical ranting to the contrary. It 
suggests also that invariable coinci- 
dence of public ownership of utilities 
with the systematic suppression of in- 
dividual liberties in foreign countries is 
_no accident. Idealistic Marx and prac- 
tical Lenin both recognized the vital 
necessity for government control of 
strategic utility services in setting up a 
totalitarian state, and said so. Trot- 
sky’s recent book criticized Stalin for 
being too slow to recognize the totali- 
tarian need for nationalization. 

Then, turning to our own country— 
our capitalistic country—we find the 
greatest hope for the greatest comfort 
and well-being of the greatest number 
of people brought about by our system 
of free private enterprise. There is 


more security in being an idle beggar 
in the U.S., than a wage-controlled 
slave working his life away in a totali- 
tarian state. The public utility indus- 
try of the United States constitutes not 
only the first trench but the backbone 
of our entire system of free private en- 
terprise. And since it is this system 
which thus gives the greatest amount 
of freedom to the common man, it 
must necessarily follow that utility 
men and their business stand in the 
foremost ranks of real liberalism. It 
is they, and thousands of business- 
men like them, who actually adminis- 
ter from day to day to the security and 
comfort of a population enjoying the 
highest standard of living ever attained 
by any nation in world history. This 
is liberalism in action, and they are its 
ministers, whether they know it or not. 


ee does our American sys- 
tem, which has brought about 
this highest pitch of living standards in 
the world’s history, differ? Is it sheer 
numbers? No. Other nations have 
greater populations. Is it natural re- 
sources? No. Other nations have 
more, even though we have so much. 
Is it labor? No. Labor is the cheapest 
commodity that can be bought in some 
nations now struggling in destitution. 
Is it superior brain power? No. Other 
nations are as smart as we are, even 
though we may not like to admit it. 
All these things — population, nat- 
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is inherent only in private enterprise. It becomes illegal when 


q “WE all know that the right to strike and bargain collectively 


attempted against the government. Every time public owner- 
ship steps into the picture, the bargaining rights of the em- 
ployees vanish. There were, and are, no strikes in totalitarian 
countries where public ownership . . . commonly prevails.” 
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ural resources, labor, brain power, are 
indispensable factors. But add them all 
together and there is still lacking the 
answer to American business success. 
What, then, is the magic margin, the 
sacred spark which accounts for what 
we have that others have not? It is to 
be found in one of the first principles 
of our truly liberal American tradition 
regarding governntent relations with 
business. The great Thomas Jefferson 
summed it up so succinctly when he 
said: “The best government is the 
least government.” Some people call 
it American genius for business organ- 
ization, for production, the “know 
how.” Other nations have had this in 
varying degree. But, as in the case of 
Germany, it eventually fell under the 
shadow of too much government. It 
became an evil instrument instead of a 
human blessing. Ours is a system 
which, up until recent years, has en- 
couraged business to prosper by per- 
mitting it to thrive on its own initia- 
tive and expansion. 


| hy is a system founded by those who 
believed in the inspiration of a few 
for the benefit of many. Ours is a sys- 
tem based on the genius of men such as 
Alexander Graham Bell, of Thomas 
Edison, of Stanley, of Westinghouse, 
of Pupin, of Henry Ford, and other 
great figures in our proud tradition of 
public service through private enter- 
prise. 

Professor Alvin H. Hansen of Har- 
vard recently estimated that in the 75- 
year period from 1840 to 1914, the 
long-range trend of prices in the 
United States was fairly stable, while 
during the same period money wages 
rose from an index of 100 to 250. If, 
within this two and a half times in- 
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crease in average wages, we include 
other lifts in living standards, it 
would probably be fair to say that, be- 
fore World War I, the American 
worker’s life had improved between 
three and four hundred per cent. 

These improvements were made 
even without benefit of regulations, 
laws, or government interference for 
the most part. They were the natural 
fruits, voluntarily given, by our Amer- 
ican system. Let the fake liberals in 
this country match their actual per- 
formance with something more than 
fine words about their alien philoso- 
phies. Our system is not perfect. It is 
bound to need adjustment now and 
then. But when we have to correct it, 
let us do it for ourselves, democratical- 
ly, without the advice of half-baked in- 
telligentsia whose loyalties are abroad 
rather than at home. 

Are we going to listen to these voices 
from abroad even though they speak, 
through the mouths of American cit- 
izens, even when they say to us: “Your 
American system was good enough to 
amass billions in treasure; give it to us 
that we may feed our starving masses. 
Your American system was good 
enough to build up the finest flower of 
youth, the strongest Army and Navy, 
the most modern and terrible weapons 
of war; give them to us to fight our 
battles and because we haven’t been 
able, under our systems, to produce 
anything like them. But when all this 
has been done, when you have shared 
your wealth, your food, and your sin- 
ews of defense, then get rid of your 
American system, rotten and old- 
fashioned. It isn’t liberal enough for 
us. We have worked out a better sys- 
tem, copied out of the pages of Hitler 
and Marx.” 
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Are we going to listen to such hum- 
bug in the name of liberalism? No. 
The American businessman need have 
no fear that the American people will 
give the right answer provided they 
are assured a fair chance to vote. 

Oh, we hear a lot of talk these days 
about the “common man.” We are 
urged to sacrifice all else to look after 
the security of the so-called common 
man. But would we not do ourselves, 
including him, a tragic injustice 
by placing false emphasis on ma- 
terial security of the masses regardless 
of other consequences ? What about the 
uncommon man? Was it our Bells and 
our Edisons, and other uncommon 
men, who made it possible for the com- 
mon man to enjoy what he has today? 
Unless we nourish, reward, and en- 
courage the uncommon man, then the 
common man is doomed to fare far 
worse, not better, than he does today. 
Life is made rich and beautiful for the 
common man, by men out of the com- 
mon. False flattery of the common man 
does him an injustice, and betrays him. 

What has all this to do with the 
threat of public ownership for utilities ? 


Just this: All these truths the Amer- 
ican businessman, particularly the 
American utility man, must know, be- 
lieve, and feel inside of himself. Only 
then is he properly fortified to tell oth- 
ers the necessary message and wage 
successful combat against those who 
would destroy our system of free en- 
terprise, even while professing with 
their lips to defend it. 


} hog us conclude on a note which is 
just as true as it may be unpopu- 
lar in some quarters. It is simply this: 
Any society which is compelled to se- 
cure bread for its less competent 
minorities, at the expense of the liber- 
ties of all, is not a community of men, 
but merely a system for stabling hu- 
man animals. Who would trade even 
the hunger of penniless freedom for 
the physical security of a glorified peni- 
tentiary, where every inmate is assured 
adequate food, clothing, shelter, and 
employment. That civilized society 
must struggle against human destitu- 
tion, we are all agreed. But that it must 
stake the liberties of most of its citi- 
zens to conquer destitution—never ! 





Government by Commissions 


“ere expenditures are increasing at a rate entirely dis- 
proportionate to the benefits received or to the in- 
crease in population. We are building up more Federal instru- 
mentalities, more commissions, and a more extensive system of 
administration. I cannot see where this is a government of law. 
It would be more appropriate to say that it is a government of 
commissions, by commissions, and in the interest of commis- 
sions. This is the period of administrative law. Statute law is 
no longer the rule of action. Bureaus, commissions, and ex- 
ecutive agencies have committed to them not only executive 
powers, but also legislative powers. They make ordinances, reg- 
ulations, and rules which have the force of statute law.” 
—Harve TIssort, 
U. S. Representative from Pennsylvania. 
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Government Utility 
Happenings 


Memphis Power Meet 


Fe gewentg urban versus rural split in 
public power ranks seems to be 
giving the Rural Electrification Adminis- 
tration some cause for concern. This was 
reflected in the various statements made 
and heard during the annual meeting of 
the American Public Power Association 
in Memphis, Tennessee, May 9th. REA 
Administrator Wickard took the lead on 
this with a scathing denunciation of cer- 
tain municipal ownership advocates who 
have lately appeared in the role of critics 
of REA expansion and coéperative enter- 
prise generally. Wickard admitted “some 
of the bitterest opposition to REA acqui- 
sition loans has come from groups that 
have suddenly appeared on the scene as 
strong advocates of municipal owner- 
ship.” He said the old-timers in the move- 
ment probably knew better but that 
“some newcomers . . . have either been 
misled by selfish interests, or they are 
guilty of a very reprehensible sort of 
duplicity.” 

Wickard’s anger seemed to be directed 
principally to Wisconsin municipalities 
which have spiked (before the Wiscon- 
sin commission) the scheme of REA co- 
ops in that state to take over and enlarge 
a private electric company system. He 
hinted at private utility participation in 
this opposition through the donation of 
eminent legal talent, although he admitted 
that the utilities were not ostensibly 
parties in interest. 

Wickard conceded that many REA co- 
ops are now outgrowing municipal plant 
wholesale power supply. He pointed out 
that many municipal plants have found it 
profitable to sell such wholesale supply in 
the past, but that the co-ops “are having 


to look about for new sources of power.” 
He plainly hinted that REA is now out 
for industrial load—condemning those 
private electric utilities (notably in 
Arkansas and Oklahoma) which insist on 
restrictive clauses in the sale of whole- 
sale supply to the co-ops so as to insure 
that the low-cost power is used for rural 
service and not to compete with the utili- 
ties for industrial load. Wickard said 
that such industrial patronage is neces- 
sary to give REA systems “a better load 
factor that enables them to do a better 
job of electrifying farms.” 


game poiy to the Wisconsin case, as 
well as the recent testimony against 
REA expansion by the spokesman of a 
state group of municipalities (probably 
in Minnesota) Administrator Wickard 


said: 


Pioneers in the municipal ownership and 
public power movements are due much of 
the credit for the present widespread accept- 
ance of the basic truths that electric power 
is a modern necessity to all business, and 
that an abundance of power at low rates is 
essential to maximum use of electricity. We 
have seen how average consumption has 
soared in the towns and cities where munici- 
pal ownership was accompanied by rate re- 
ductions, .. . 

The inadequacy of installed generating 
capacity is already hampering the REA pro- 
gram and retarding farm consumption of 
electricity in some sections of the country. 
The most serious shortages naturally are in 
areas served principally by individual gen- 
erating plants operating in the towns and 
cities, whether municipally or privately 
owned, 

In the early days of our program, munici- 
pal power systems were an important source 
of energy for the embryo electric systems 
financed by REA loans. The people of the 
towns operating municipal systems seem 
more keenly aware of the need for rural elec- 
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trification than did most of the big power not only compete with public power 
company executives. This was partly be- plants but also enjoy the “opportunity 


cause they had a better realization of the 
economic interdependence of the town and 


to distribute power from Federal river 


its trade area, and partly because they had basin projects.” He pledged that the 
learned to think of the electric utility as a FPC would “aid” the private industry in 
public servant, instead of solely as a profit- such enterprise by its insistence on “hon- 
making device. ae 

‘i est plant cost, sound depreciation prac- 


Many operators of municipal plants 


quickly learned that it was good business to tices, and the use of net investment as 
supply power to the rural market. It was the rate base.” He suggested that the 
good business not only because rural elec- jqea] power setup was neither a public 


trification was good for business in the 
towns but because inclusion of the farm 


nor a private monopoly but healthy com- 


market provided a profitable outlet for the petition for both. 


output of the municipal plant’s surplus gen- 


Chairman Olds also reviewed the ac- 


erating capacity. . . . tivity of the FPC in constantly improving 


The farm demand for electricity, however, 
has now outgrown the capacity of many of 
the municipal plants selling power at whole- 


“statistical tools which it offers public 
and private electric systems for compara- 


sale to REA codperatives. Many of the tive cost analysis.” He suggested that 
codperatives are having to look about public power systems might find it to 
for new sources of power to supply the their advantage to use these “tools” 


needs of present consumers, to say nothing 
of the larger needs which will grow out of 
further expansion of their rural distribution 
systems. It is surprising to find the manager 
of a municipal plant in opposition to a co- 
dperative’s efforts to obtain needed power 
which his plant cannot supply. 

We are not surprised, of course, to en- 
counter opposition from many of the self- 
styled business-managed power companies 
that have not yet learned the fundamental 
business principle of our modern mass pro- 
duction economy. Even in those sections 
where there is adequate installed generating 
capacity, some of the companies are follow- 
ing rate-making practices that limit power 
consumption. 


PC Chairman Leland Olds devoted 

most of his talk to “dynamic rate 
making”—a theory he has endorsed for 
the electric industry since the time he was 
on the New York State Power Authority. 
He claims that both private electric com- 
panies and regulatory authorities now use 
an old-fashioned concept of gauging 
future rate revenues on the basis of past 
performance, “which means rates for to- 
morrow based on the volume of yester- 
day’s sales.” He quoted with approval 
editorials in an electrical industry publi- 
cation on the industry’s need for a sub- 
stitute for the incentive of competition 
in fixing rates for monopolistic enter- 
prise. Olds said if the private industry 
would take the chance of a forward-look- 
ing rate reduction policy (based on an- 
ticipated consumption increase), it would 
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voluntarily. He stated on this point: 


I believe it would represent an important 
improvement in the value of our statistical 
volume if we could include all major public 
systems, for it would then afford a basis for 
analyzing all operations to discover the com- 
parative cost variations underlying differ- 
ences in rates. I think the public systems 
would find the result very useful as a basis 
for cost control. Many private systems are 
today using the unit costs which may be de- 
rived from the report for this purpose. 


Chairman Olds’ speech concluded on a 
personal reminiscence. He had been dis- 
cussing the desirable degree of competi- 
tion between public and private enter- 
prise in the power business. He stated: 


Which reminds me of a remark of Albin 
Johansen, great leader of the Swedish co- 
Operatives. I asked Mr. Johansen what pro- 
portion of Swedish business he expected the 
codperatives ultimately to control and 
whether he looked forward to the day when 
all business would be cooperative. 

He replied that the codperatives were per- 
haps the remnants of the old school of 
economics which believed in competition. He 
thought the codperative movement need only 
control so much of trade as was necessary 
to assure consumers the lowest possible 
prices for the best quality of merchandise. 
He expressed the hope that the codperatives 
would never be assured a monopoly position 
in which some other form of enterprise 
would be unable to enter the field if it could 
better serve consumers. 

During my visit to Sweden I was assured 
by a spokesman for the Stockholm Chamber 
of Commerce that private enterprise in that 
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country owed the codperatives a great debt of 
gratitude for teaching businessmen that pri- 
vate business was not really private but a 
social responsibility, 

Perhaps the time will come when a spokes- 
man for private enterprise in the utility field 
will make a similar acknowledgment of in- 
debtedness to those who take a bold lead in 
the application of dynamic rate principles. 


— MARKWELL, assistant com- 
missioner of the Bureau of Recla- 
mation, described to the Memphis meet- 
ing the natural resource conservation 
and development program of that bureau. 
He also gave a short statement of the 
public power policy of the Department of 
the Interior. He stated on this: 


. This policy has been prescribed by the 
Congress through the enactment of a series 
of laws during the past forty years. Briefly, 
we are required, in the sale of low-cost pub- 
lic power, to give preference to municipali- 
ties, public bodies, and codperatives to insure 
the operation of ‘the project for the benefit 
of the general public, and particularly 
domestic and rural consumers. To do this, 
we must have transmission lines to wheel the 
power from the usually remote hydro power 
plants to those public bodies and coopera- 
tives which seek to avail themselves of the 
preference accorded them by law, and also 
to make power available to other consumers. 
Unless these transmission lines are built by 
the government, it will have to sell its power 
at the bus bar to someone capable of financ- 
ing the cost of transmission lines. Since 
municipalities and codperatives are rarely 
able to do this large financing, presumably 
a privately owned utility would be the sole 
customer, and could thereby dictate the price 
to be paid. The benefits of the public invest- 
ment then probably would not accrue to the 
ultimate consumers. There are some minor 
exceptions to this rather strong statement, but 
on the whole it is true. + 

The opponents of our proposed transmis- 
sion lines frequently raise the deceptive cry 
of “duplication.” (To my knowledge), the 
bureau has not and does not propose to con- 
struct transmission lines which duplicate or 
render useless existing transmission lines, 
private or otherwise. The bureau is quite 
willing to utilize any unused capacity in ex- 
isting transmission lines if reasonable finan- 
cial arrangements can be made. Under the 
stimulus of low-cost power production, 
power markets expand rapidly and it should 
be obvious that somebody will have to build 
additional transmission lines to deliver the 
additional power from our new power plants 
to the expanding wholesale markets. By 
what other means could the government 
carry out its pledge of preference to public 


JUNE 6, 1946 


bodies and co-ops? By failing to build trans. 
mission lines, the government would place 
itself in the position of having only one cus. 
tomer and would thereby jeopardize the 
financial stability of its investment. No busi- 
nessman would make an investment without 
being assured of a satisfactory outlet for his 
product. The government should not be less 
zealous than any prudent investor in securing 
the repayment of funds advanced by the tax- 
payers for the development of these great 
wealth-producing conservation projects. It 
would be equally irrational to permit the 
benefits of these publicly financed projects to 
accrue solely to great privately owned utili- 
ties instead of to the ultimate consumers in 
the market area, 

I know of no instance where the bureau’s 
program ultimately will adversely affect any 
well-run privately owned utility. Neverthe- 
less, there seems to be a well-organized at- 
tempt to force the government to sell the 
low-cost publicly produced power at the bus 
bar for the benefit of large companies. They 
seek to accomplish this by attempting to per- 
suade the Congress that appropriations for 
transmission lines are unnecessary and a 
waste of public funds. The situation is 
serious and it is because of this attempt, by 
indirection, to monopolize the power bene- 
fits of our projects that I have taken your 
time during the past few moments to discuss 


it. 
As I said before, there may be certain 


exceptions to the problem I have outlined— 
in fact, some smaller power companies are 
coéperating with us quite thoroughly to the 
mutual benefit of the company and the ulti- 
mate consumer. However, these exceptions 
are insufficient to counteract the desperate 
opposition of the huge power companies to 
the majority of our proposed appropriations 
for transmission lines, even though these ap- 
propriations have been previously authorized 
by the Congress. 


VA Chairman David E. Lilienthal 

also had been scheduled to deliver an 
address, entitled “Alice Powerlobby in 
Wonderland,” but was unavoidably ab- 
sent because of a congressional request 
for his appearance before a committee in 
Washington. 

Other speakers on the program, who 
covered principally technical matters, in- 
cluded Ray Bell, engineer of Allis- 
Chalmers Manufacturing Company; S. 
B. Robinson, consultant of the depart- 
ment of water and power of Los An- 
geles; J. R. Carlson, Westinghouse 
Electric Corporation ; and David Wood, 
senior member of the law firm of Wood, 
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Hoffman, King & Dawson, New York. 

Reélected to office were O. E. Eckert, 
president; E. F. Scattergood, executive 
vice president ; and C. E. Pray, treasurer. 

Mr. Scattergood opened the sessions 
with an interesting review of his experi- 
ences, entitled “Forty Years of Planned 
Development in Los Angeles.” The as- 
sociation adopted a resolution by Carlton 
L. Nau of New York, declaring that 
“Congress owes a duty to the country to 
protect the public interest” in labor- 
management disputes similar to the 
crippling coal strike. Also adopted was 
a resolution endorsing Federal legislation 
to establish a uniform interest rate of 2 
per cent on community power investment 
in all Federal projects “heretofore and 
hereafter constructed.” 


* 


Missouri River Basin Work 
Started 


AST month the Bureau of Reclamation 
broke ground for the construction 
of Kortes dam and power plant, marking 
the beginnings of an announced “$2,000,- 
000,000 Missouri river basin plan, under 
which the bureau and the Corps of En- 
gineers, United States Army, have set 
out to subdue the destructive force of the 
Mighty Missouri.”’ This is the so-called 
Sloan-Pick plan, which calls for 100 new 
dams, 150 irrigation projects embracing 
thousands of miles of canals, 20 power 
plants “and thousands of miles of power 
transmission lines,” and 760 miles of uni- 
form river channels. 

The bureau estimated benefits from the 
completed project at over $175,000,000 
a year allocated as follows : $130,000,000 
for irrigation; $21,803,000 for power ; 
$18,500,000 for flood control; $4,650,- 
000 for navigation; and $500,000 for 
municipal water supply. The generation 
of about 5,500,000,000 kilowatt hours of 
electricity a year, of which 4,500,000,000 
will be available. for public sale, is an- 
ticipated. 

A recorded speech by Senator Joseph 
C. O’Mahoney of Wyoming was made at 
the ceremony. 
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House Approves Interior Cuts 


HE House on May 16th passed the 

1947 Interior Department Ap- 
propriation Bill after restoring $4,800,- 
000 of the $172,000,000 which an 
economy-minded Appropriations Com- 
mittee had cut from budget estimates. 

The Southwestern Power Administra- 
tion benefited from the only major 
restoration of funds when Speaker Ray- 
burn of Texas led a successful floor fight 
to increase the appropriation for that 
agency by $4,302,000. However, the $7,- 
500,000 granted to SWPA was still $15,- 
823,000 below the budget estimates. 

The House restored $180,224 which 
the Appropriations Committee had cut 
from budget estimates for mine rescue 
operations and investigation of mine ac- 
cidents, approving a total of $1,109,000 
for those activities. For safety and health 
promotional activities of the Bureau of 
Mines, the House added $305,000 to the 
$1,178,000 appropriation recommended 
by the committee and the Budget Bureau. 

The total approved by the House for 
Interior Department operations and 
projects in the year beginning July Ist 
amounted to $179,439,803, as compared 
with budget estimates of $346,765,830. 

In urging his colleagues to increase the 
Southwestern Power Administration ap- 
propriation, Speaker Rayburn offered 
what he called “a business proposition” 
for the appropriation of merely enough 
money to provide connecting lines for the 
Denison dam in Texas, the Grand River 
dam in Oklahoma, and the Norfork dam 
in Arkansas. 

In supporting the speaker, by a teller 
vote of 114 to 88 in committee of the 
whole and formally by a division vote of 
125 to 76, the House overrode objections 
by Representative Norrell, Democrat of 
Arkansas, and others that coupling of 
the three dams would mean “complete 
socialization of the power industry in that 
area.” 

Despite its action on the SWPA and 
the two other minor items, the House 
supported in the main Appropriations 
Committee, which had singled out the 
Interior Department for economy action. 
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Bond Market Remains 


Irregular 


RREGULARITIES continue in the govern- 
ment bond market and in the high- 
grade corporate market. The decline in 
the “tap” issue (the 2$s of December, 
1972) was checked at 103 (cutting sub- 
scribers’ profits about in half) and later 
there was a rally to 104 when Washing- 
ton relaxed to a minor extent the restric- 
tions governing commercial bank buy- 
ing of so-called ineligible Treasury 
bonds. However, at the moment, the 
market again seems worried over po- 
tential tax selling ; the six months’ period 
for individual subscribers was passed 
May 15th, but the deadline for corporate 
buyers’ profit taking was not reached un- 
til June 3rd. At this writing there is 
some nervousness over this last “hurdle.” 
Later, however, students of the market 
expect government bonds to recover 
moderately because of investment de- 
mand. 

As to the general economic factors 
which ultimately control money rates, it 
must be recognized that the rate of sav- 
ing has slowed down. While savings 
banks in New York state report aggre- 
gate savings at a new record level, in- 
coming funds are about one-quarter to 
one-third below last year. Moreover, 
savings banks are beginning to “nibble” 
at corporate bond offerings instead of 
putting all their funds in governments as 
some of them did during the war. 
Against these factors is, of course, the 
more limited supply of governments be- 
cause of near balancing of the budget. 

Corporate savings, which reached a 
peak in 1943, declined in 1944 and 1945, 
and the downward trend is probably ac- 


and 
Comment 


By OWEN ELY 


centuated this year because of strike 
losses, reconversion problems, and other 
difficulties. The sharp rise in retail sales 
figures, in real estate, and in some sec- 
tions of the stock market (particularly 
new issues) indicates that the public is 
no longer “savings minded” to the same 
degree as in wartime. As houses, auto- 
mobiles, household appliances, furniture, 
and house furnishings become freely 
available, savings will doubtless be drawn 
upon to make long-delayed purchases, 
and with the higher price levels prevail- 
ing savings will not go as far as in the 
prewar period. 


ee of the Treasury Fred Vin- 

son is reported to have made no basic 
change in his “cheap money” policy, 
despite the agitation for higher rates by 
institutions and others; and the British 
have recently lowered the rate on British 
savings bonds. However, the question 
always remains whether control over 
rates can remain indefinitely in the 
hands of the central government, in this 
country at least. Commercial banks may 
play an increasing réle in the future, and 
any tightening in the money supply 
might be reflected in higher rates for time 
serial loans by banks—which are becom- 
ing a popular mode of financing for cor- 
porations, including utilities. 

The corporate bond market has recent- 
ly been passing through an adjustment 
period, with traders maintaining limited 
inventories on a “watchful waiting” 
basis. Since governments broke from 
the 106 level, high-grade corporate 
bonds have dropped about three points 
and recovered about one-quarter that 
amount. The corporate market general- 
ly seems a little behind the action of the 
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long government bonds, but it should be 
kept in mind that at their best levels the 
majority of corporates were restricted by 
call prices, and otherwise would have sold 
much closer to governments. Following 
is a comparison of yields on high-grade 
utilities as compared with long govern- 
ments : 

Low High Recent 


2.54% 2.50% 


2.37 2.25 
17 25 


Several important utility bond issues 
are on the current offering schedule— 
$35,000,000 Mountain States Telephone 
& Telegraph debentures due 1986, $32,- 
000,000 Ohio Public Service first mort- 
gage bonds due 1976, and $34,000,000 
Jersey Central Power & Light first 
mortgage bonds due 1976. This may af- 
ford a test of the new-issue market un- 
der the present irregular conditions. 


Utility bonds 
(AAA and AA) -2.42% 
Governments (24s/- 
1972 December) . 


2.15 
27 


* 


Earnings for 1946 for A and B 
Electric Utilities 


HE bulletins issued by the Federal 

Power Commission showing sales, 
revenues, and income for all class A and 
B privately owned electric utilities for 
the months of January and February 
make interesting reading because of the 
diversity of trends now reflected in earn- 
ings. There was an average decline for 
the two months in industrial sales of 
about 22 per cent, reflecting loss of war 
business, but residential sales gained 15 
per cent and commercial about 11 per 
cent, so that gross revenues were slight- 
ly higher than last year. 

Salaries and wages were about 10 per 
cent over last year, but fuel costs were 
down over 15 per cent. Depreciation was 
about one-half per cent lower, partially 
offsetting a gain in miscellaneous ex- 
penses of about 14 per cent. Operating 
income from other utility operations 
(gas, transit, water, etc.) gained about 
35 per cent. Fixed charges were about 13 
per cent lower than last year. The result 
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was a gain in net income for the two 
months of about 38 per cent (41 per cent 
in January and 34.7 per cent in Feb- 
ruary). 

Current earnings probably represent a 
temporary peak level since it is general- 
ly recognized that reduced rates and 
higher expenses will soon begin to nar- 
row the rate of gain. 


* 


Utility Analyses by Wall 
Street Firms 


Bu: STEARNS & Co. has issued an 
interesting study on American 
Power & Light, which may be sum- 
marized as follows: 

A substantial increase in subsidiary 
earnings is expected in 1946 because of 
the heavy excess profits taxes paid under 
the old law. The parent company’s 
equity in subsidiary earnings last year, 
after adjustment for new tax rates and 
potential refunding savings, appears to 
be over $26,000,000. Since subsidiary 
companies have important hydroelectric 
generating facilities or use natural gas 
for generating fuel, rising fuel costs 
should not prove a very adverse factor. 

In 1944 the ratio of salaries and pay- 
roll to gross revenue was lower than the © 
U. S. average for six system subsidiaries, 
slightly higher for two, and substan- 
tially higher for the remaining two. The 
ratio of fuel costs to gross was substan- 
tially below the national average for six 
subsidiaries, moderately lower for one, 
and higher for the remaining three. 

In 1945 the system made outstanding 
progress with its integration program. 
Central Arizona Light & Power and 
New Mexico Electric Service were sold, 
while five other subsidiaries improved 
their capital structures by refunding op- 
erations. Other adjustments will be 
necessary to meet the capitalization ra- 
tios required by the Securities and Ex- 
change Commission, but with preferred 
stocks selling to yield under 4 per cent, 
and common stocks less than 5 per cent, 
the rehabilitation program should not 
prove difficult. 
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HE next question would be whether 
nonretainable properties will be 

sold outright and cash used to retire the 
parent company preferred stock, or 
whether there will be an exchange offer 
of the common stocks to holders of the 
preferred, along the lines proposed by 
Commonwealth & Southern. The final 
question will be whether American 
Power & Light will be kept alive as a 
holding company for some segment of 
the present system, or fully dissolved. In 
the latter event, a recapitalization might 
be necessary to take care of any remain- 
ing preferred stock not fully disposed of. 
The accompanying table shows the 
method by which Bear, Stearns works 
out the earnings adjustments for system 
subsidiaries. The study capitalizes the 
resulting equity of $26,863,000 at var- 
ious price-earnings ratios ranging from 
10to 16. After deducting the aggregate 
claims of the preferred stock, including 
arrears, the breakup value of American 


AND COMMENT 


Power & Light common shows a range 
from $7.09 (at 10 times earnings) to 
$60.67 (at 16 times earnings). Using a 
median multiplier of 13 produces a 
value of $33.88. Obviously, the common 
stock, currently selling around 18, has a 
very high leverage factor. 

Milton Zaidenberg of Simons, Lin- 
burn & Co, has prepared a study on Cen- 
tral Public Utility Company bonds and 
Consolidated Electric & Gas Company 
preferred stock. The top holding com- 
pany has as its principal asset preferred 
stock of the subholding company “Con- 
Elec.” He concludes that the preferred 
stock, selling around 108, should liqui- 
date at $185 or more under any equi- 
table plan of distribution. The Central 
Public Utility bonds, selling around 273, 
might be expected to work out at over 
46 ($300 per bond based on a value of 
$185 for the preferred, and $160 for the 
common) if the proposed plan of recapi- 
talization is effected. 


= 


ReportedCommon Elim. 


Bal.for Divi- 
Common dends 
Year ended December 31, 1945 

se eee $1,170 $900 
ee eae 5,004 2,500 
OOS Gi Oe 6sccntesicc's 1,031 536 
Minnesota P. & L. (b) 933 107 
Sup. W. L. H. & P. (c) .. ciue ee 
Montana Power 2,744 2,482 
Northwestern Elec. ........ 236 nN 
i) Eee 165 ae 
Texas Elec. Serv. ......... 2,196 970 
i UG eee 2,152 895 
Wash. Water Power 2,460 1,525 


Est. Bal. Estim. 
ForCom. Tax 
Adj.to Savings 
Pres. Cap. Through 
andto Elim. of 
Excess 
Tax Profits 
Savingst Tar 
(000 Omitted) 
$1,227 
2,421 $343 —— 
584 62 $214 
732 er sean 
207 40 sie are 
2,969 ate 319 
236 235 ay ier 
165 on at 
1,825 nial 125 
2,447 ee 332 
1,519 690 165 207 


Potential 
Refunding 
Savings Adj. Bal. 
Fixed Pfd. For Com. 
Chgs.* Divs. Stocks 


$1,227 





Totals (d) $9,915 


$14,332 $10,764 $570 $1,197 $26,863 


*After allowing for increased income taxes on such savings. tReported tax savings (1) 


through consolidation with American Power & Light, and (2) special deductions from refinanc- 
ing. (a) Dallas excess profits tax savings amount to $474,000 but company is limited as to earn- 
ings under franchise. (b) Pro forma earnings filed with SEC for year to June 30, 1945. (c) Un- 
distributed net income not paid in dividends to Minnesota Power & Light. (d) Equity of Amer- 
ican Power & Light in earnings of Portland Gas & Coke (approximately $403,000 in 1945) not 
included because of preferred dividend arrears of Portland Gas & Coke, December 31, 1945— 
$3,713,000. “Other income” of American Power & Light and interest revenue from Pacific 
Power & Light and Northwestern Electric (approximately $200,000) not included, nor expenses 
and taxes of American Power & Light Company. 
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O* April 10th this year the parent 
company filed a plan with the SEC 
for recapitalization of Consolidated on 
an all-common stock basis. Of the 2,- 
158,775 shares to be issued, 53 per cent 
would go to Consolidated Electric $6 pre- 
ferred (publicly held) while the remain- 
ing 47 per cent would go to Central Pub- 
lic Utility for its holdings of 68,856 
shares of preferred and all of the class 
A and common stock. On this basis the 
junior stocks together would apparently 
receive about 15 per cent of the new 
common, with 85 per cent going to the 
preferred holders (including CPU on 
the same basis as the public holders). 
Net income for 1945 adjusted to the 


38 per cent tax rate would have been 
about $3,400,000, according to Mr. Zai- 
denberg’s analysis. Giving effect to the 
anticipated reduction of bank loans 
(used to retire funded debt last year) 
to $10,000,000, and capitalizing earnings 
at 15 times, the net worth of the Con- 
solidated system is estimated at $41,000,- 
000 against the total claim of the pre- 
ferred stock, including back dividends. 

Remaining subsidiaries of Consoli- 
dated Electric are (in the approximate 
order of importance) Atlanta Gas 
Lighi, Central Indiana Gas Company, 
Maine Public Service, Houghton County 
Electric Light, and Iron Range Light & 
Power. 


z 


Index’ of Industrial Production by Classes of 
Reconversion Industries 


POINTS IN TOTAL INDEX 
250 


TOTAL INDEX, 1935-39 = 100 
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MAJOR RECONVERSION INDUSTRIES 


MINOR RECONVERSION INDUSTRIES 
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1 Index is seasonally adjusted. See text for basis of industrial classifications. 
2 Data for February are preliminary ; data for March are estimated. 


Sources: U. S. Department of Commerce, based upon data of the Board of Governors of the 


Federal Reserve System. 


From The Survey of Current Business. 
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FINANCIAL NEWS AND COMMENT 
ELECTRIC-GAS OPERATING COMPANY STOCKS 


Share Price 
Where Price Div. Yield Earnings Earn. 
Traded About Rate About 12Mos. Amit. Ratio 
Mar. 13.9 
Dec. 13.2 
Dec. é 33.4 
Dec. : 23.0 
Mar. : 13.4 
Mar. 3 12.6 
Mar. j 18.2 
Dec. ‘ 16.2 
Mar. : 21.4 
Oct. ‘ 20.8 
Mar. I 17.8 
Dec. 3 18.6 
Mar. 
Dec. 
Mar. 
Mar. 
Mar. 
Mar. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Mar. 
Mar. 
Mar. 
Mar. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 


_ 
> 
Sz 


Arizona Edison $1.00 
Arkansas-Missouri Power 1.00(e) 
Bangor Hydro-Elec. ........... O 3 60 
Boston Edison 2.00 
Calif. Electric Power 60 
Central Ariz. L. & P. O .70 
Central Hudson G. & E. ........ S 
"> 9 & 7 eee O 
Cleveland Elec. Illum. .......... C 
Colo. Central Power 
Commonwealth Edison 

Concord Electric 

Connecticut Light & Power 
Connecticut Power 

Consolidated Edison N. Y. ...... S 
Consolidated Gas (Balt.) 

Delaware Power & Light 

Detroit Edison 

Duke Power 

Empire Dist. Elec. .......ccc00 O 
Fall River Elec. Lt: ......cccc00 O 
Florida Power Corp. ........... S 
Hartford Elec. Light 

Houston Lighting 

Idaho Power 

SO SS 2 rere S 
Iowa Public Service 

Lake Superior Dist. Pr. ......... O 
Pe fd Er Oo 
ON 8 | eee O 
Michigan Public Service 

Missouri Public Service 

Missouri Utilities 

Montana-Dakota Utilities 

Mountain States Power 

New Bedford Gas & Ed. ........ Oo 
New Orleans Pub. Ser. ......... Oo 
Newport Electric 

|) ee S 
Pennsylvania P. & Ln .... 2.0000. S 
Penn. Water & Power 

Phila. Electric 

Pub. Ser. of Colorado 

Puget Sound Pr. & Lt. ......... O 
Rockland Light & Power 

San Diego Gas & Electric 

Scranton Electric 

Sierra Pacific Power 

Sioux City Gas & Elec. ......... O 
Southern Calif. Edison 
Southwestern Pub. Service 

Tampa Electric C 
("| aera O 
eS A ee G 
West Penn. Power 

Western Mass. Cos. ............ O 
Wisconsin Elec. Power 
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S—Stock Exchange. C—Curb. B—Boston Exchange. O—Over counter. (a) Earnings for 
1946 are substantially higher ; first quarter income showed a gain of about 72 per cent over last 
year. (b) Including extra of 20 cents. (c) Less state tax. (d) Indicated rate. (e) Paid 1945. 
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What Others Think 


Who’s Lobbying for What and 
How Successful Is It? 


URING the middle of May a lengthy 
debate took place in the House on 
the Interior Department Appropriation 
Bill (HR 6335) for 1947. After six 
weeks of hearings, during which over 2,- 
600 printed pages of testimony were 
taken, the House Appropriations Com- 
mittee had reported out this bill. The 
committee cut the total sum recommend- 
ed in the budget figure—$346,765,000— 
down to $174,652,000. 

The principal cut was in appropria- 
tions for the Bureau of Reclamation. 
That agency had asked for $166,894,000, 
which the committee reduced to $72,271,- 
000. One of its agencies, the South- 
western Power Administration, which 
had asked for $23,323,000 to start what 
some critics claim will be an ambitious 
$200,000,000 power program, was cut to 
$3,198,000, in the committee report. 

The announced plan of SWPA was to 
begin building 14,000 miles of transmis- 
sion lines, spread over six states, together 
with steam plants, to tie in with the three 
hydro plants whose energy it now mar- 
kets mostly to private utilities. Sixty-two 
private utilities which serve this territory, 
being menaced by this threatened inva- 
sion of public power, have indicated 
alarm as to their future. Representatives 
of these business-managed utilities ap- 
peared before the committee. Their 
testimony as to the dangers involved for 
private, tax-paying enterprise, if this 
project were approved, as well as the fact 
that there is no economic need for it, evi- 
dently impressed the committee. 


HEIR very appearance at the hear- 
ings, however, started a vigorous at- 

tack by the public power advocates, led 
by Representative Savage (Democrat, 
ashington) in Congress, against the so- 


called “power lobby.” And when the bill 
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came to the floor of the House for debate, 
this attack was renewed by some of the 
public power bloc. An article in the May 
10th issue of the left-wing New Republic 
charged that electric utilities are now 
lobbying (in Washington) in such great 
force, particularly with respect to 
SWPA, that the Justice Department may 
be called upon to look into the need for 
antitrust proceedings. 

The most controversial item in the 
House debate on the Interior Bill was 
this SWPA proposal. After extended 
discussion, an amendment offered by 
Speaker Rayburn was adopted, which re- 
stored a portion of the funds which had 
been cut out by the committee. The bill, 
as passed by the House, included a total 
of $7,500,000 for SWPA. This, inci- 
dentally, was the only item which the 
House as a whole put back into the bill, 
even on a partial basis. Other com- 
mittee cuts, involving nonpower items, 
were approved by the House member- 
ship. Some of these items may be re- 
stored in the Senate, but the House stood 
behind its committee. 

The active part played by Speaker 
Rayburn in this particular piece of legis- 
lation, and the attack on lobbying which 
occurred in connection with the hearings 
on the bill, opens up an interesting ques- 
tion: Which side, on these issues, is lob- 
bying? If both, which is the more suc- 
cessful ? 

A rather amusing, although cynical, 
analysis of this general subject appeared 
in a revealing article in the Washington 
department (‘In the Nation’s Capital”) 
of Telephony, April 6th issue of that 
magazine. This national telephone 
journal suggests that the perennial 
alarm over “lobbying” is something like 
the weather, which everyone talks about 
but nobody finally does anything about it. 
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The reason, of course, is that charges 
about lobbying from various quarters 
more or less cancel each other out. Re- 
ferring to Speaker Rayburn’s mid- 
March blast against utility lobbying, the 
Telephony item stated : 


The latest blast against all manner of lob- 
bies and pressure groups which the House 
Rules Committee echoed so loudly last week 
is likely to prove no exception—even though 
it actually reaches the stage of an investiga- 
tion. Speaker of the House Sam Rayburn 
started the ball rolling last month when he 
descended from the high rostrum of the 
Speaker’s platform to deliver one of his rare 
speeches from the floor. Speaker Sam fired 
away at the electric utility lobby with both 
barrels. 

This got a subdued laugh from most of the 
members present, because it was something 
like going after a mouse with a block-buster. 
Speaker Sam well knew that, of all the lob- 
bies that are supposed to operate in Wash- 
ington, the electric utility boys haven't gained 
even a first down in Congress since 1933. He 
well knew that the utilities are no more able 
to obtain favorable legislation (or block un- 
favorable legislation) in Congress than he 
could poke smoke in a rat hole with a hat pin. 

After all, the results speak for themselves. 
Every time an open- -and- shut issue affecting 
utilities has come up in Congress for more 
than a decade, the utilities have lost hands 
down. Antiutility Federal agencies, on the 
other hand, have gotten so fat during this 
period that it keeps three different congres- 
sional subcommittees, working regularly on 
appropriations, to pump the necessary finan- 
cial nourishment into their swollen organiza- 
tions. 

The only time the utilities manage to sal- 
vage a chip or two is when they can snuggie 
around on the lee side of some other contro- 
versy—such as the stalemated St. Lawrence 
seaway proposal which is being fought out 
on the issue of Great Lakes navigation versus 
eastern seaboard port interests. 

What Speaker Sam Rayburn was actually 
doing, of course, was a first-class piece of 
lobbying, himself. Seems the Interior De- 
partment is trying to put over an ambitious 
public power program known as the South- 
western Power Administration, which is due 
to scatter millions of the Federal taxpayers’ 
money around right in Speaker Sam’s own 
back yard in Texas. 

Lately, there has been a change in the top 
management of the Interior Department, and 
the public power boys are a little afraid that 
the new boss, Cap Krug, might put the brakes 
on the gravy train. So they probably sent 
an SOS to Speaker Sam that it looked like 
the “last call for dinner” and to please do 
something. Sam did. It'll probably work, 
too. 


nr et facts bear out Telephony's 
prophecy —it did work. But the 
utility lobby charges only “started the ball 
rolling.” Chairman of the Rules Com- 
mittee and dean of the House, Repre- 
sentative Sabath (Democrat, Illinois), 
started on another tact by accusing a 
combination of retail business and real 
estate lobbies of sabotaging OPA and the 
administration’s housing bills, respective- 
ly. Congressman Sabath accordingly in- 
troduced a resolution to have a special 
investigation of just these three lobbies: 
antihousing, anti-OPA, and the utilities. 
Telephony's account continues : 


About this time, Representative Brown of 
Ohio, who is also a member of the Rules 
Committee, happened to look at the calen- 
dar and discover that this is an election year. 
Being a Republican, he decided that it was 
about time for the boys on the other side of 
the aisle to be making a few scores, if they 
were not to be caught flat-footed next fall. So 
Representative Brown told his brothers on 
the Rules Committee that if there were going 
to be any investigation of lobbying done 
around there—it was going to include an in- 
vestigation of administration lobbyists. 

He pointed out that the administration 
boys have a made-to-order setup for lobby- 
ing every time they make a report to Con- 
gress or show up before the Appropriations 
Committee. He allowed that he felt more 
pressure on the OPA issue from inside OPA 
than he had from outside OPA. Chairman 
Sabath fumed a bit, but decided that he had 
better agree to make the lobby investigation 
a public fight that anybody could get into, 
instead of just a private scrap for privileged 
characters. So the House Rules Committee 
voted accordingly, and then the fat was in 
the fire, sure enough. 

The real lobbies began to be heard from 
—the successful lobbies which have run up 
big scores and can scare the average Con- 
gressman by just cocking an eyebrow in his 
direction. These are pressure groups such as 
the farm block bureaus and the more politi- 
cally minded labor union crowd. They could 
see right away that if Congress was going to 
investigate all lobbies, and maybe pass a law 
to have all lobbyists register, there would be 
plenty of groaning at the bar. Such registra- 
tion would entail lists of membership, who 
put in how much, and who took out how 
much, and all kinds of stuff like that—which 
is not usually discussed in polite circles 
around Washington. 

The net result seems to be that some of 
the original enthusiasm for a lobby investi- 
gation is dying out. The Rules Committee 
may still have to go through the motions, but 
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this observer will be much surprised if it 
turns out to be anything more than shadow 
boxing. 


fom Telephony's Washington cor- 
respondent called the turn correct- 
ly. The fuss did turn out to be “mostly 
a wind storm.” It is reported that an 
unofficial check through a Washington 
telephone directory indicated nearly 5,- 
000 lobbies of one sort or another, in- 
cluding good lobbies (from the standpoint 
of results achieved), bad, indifferent, and 
just plain rackets. The Telephony article 
on lobbying concluded : 

But lobbies have changed a good deal in 
the last couple of decades. Some of the old- 
timers who read these lines may recall the 
genial comic actor—the late Tom Wise, who 
played so many years in “The Gentleman 
from Mississippi.” This farce pictured 
faithfully the old-fashioned social lobby, 
which preyed on the souls of innocent Con- 
gressmen (and maybe some who weren't so 
innocent) with fancy cocktails and merry 
widows. But there wasn’t so much pressure 
on a Congressman in those days. If he didn’t 


Pennsylvania avenue to the other with his 
tongue hanging out a foot, and not get as 
much as a short beer. Today, the lobby 
technique is much more unpleasant. Gen- 
erally, a serious, humorless young man 
marches into a Congressman’s office and 
starts yelling and pounding the desk. Most of 
the sentences end with “or else.” 

If the Congressman yields to this pres- 
sure, the chances are very good that a little 
while later another serious young man from 
the other side of the controversy will stalk 
in, purple with rage, and start pounding the 
desk. Meanwhile, the Congressman’s sleep 
is broken by a blizzard of inspired letters and 
telegrams—which makes it all very confus- 
ing and unpleasant. More than one veteran 
Representative has talked fondly with this 
reporter about the dear, dead days beyond 
recall, when Congressmen could raise a thirst 
and be influenced in a pleasant fashion amid 
dignified surroundings. 

One of the latest wrinkles, in lobbying, is 
the mail-order lobby. This lobby pops up 
overnight with professional offers to deliver 
so many thousand letters on any given sub- 
ject from any congressional district—for a 
consideration, of course. 


The mail-order lobbies, the article 


want to be corrupted, nobody bothered him states, operate just long enough to wit- 


much. If he did—at least he had a swell 
time. Those were the lobbies a Congress- 


ness disposal of the legislation (one way 


man could take or leave alone. or another). After that, they can be seen 
But now is the day of the pressure lobby doing business at the same stand, with the 
which deals more in insulting telegrams and same personnel, but for an entirely 


letters than in social entertainment. Today 
a Congressman—ready, willing, and able to 
be corrupted might tramp from one end of 


different cause. 


—R. S.C. 





Sixtieth Light Anniversary 


OSMOPOLITAN Seattle, filled with streetcar line terminated at the Lake 
Orientals, Indians, prospectors Union dock. Here passengers debarking 
waiting for transportation to the Yukon, from the Latona, skippered by a Captain 
promoters — both legitimate and mer- Clough, hurried to make the car and after 
cenary—wearing wide-brimmed toppers, a jolting ride jumped off near Second and 
checkered vests, and hard-toed button Occidental, the hub of the bustling vil- 
shoes, were more than a minority when lage. 


the city was a booming frontier village 


After dusk, lamplighters would make 


sixty years ago. On tree-lined Lake their daily trek along the dusty streets, 
Union the shrill whistle of a small steam- igniting the jets which were regularly 
er occasionally broke the silence as the spaced on standards along the main 
little craft put into the dock at the foot thoroughfares. In places of business, 
of Fairview avenue to discharge passen- from many of which the noisy blare of 
gers, who had paid a nickel to make the pianos off key and the clink of glasses 
run from Fremont. They had another were plainly audible, the proprietors 
fare to pay, too, if they were “going into turned up the wicks and a dull light 
town” because they were only about half flickered throughout the interior. The 
way to their ultimate destination. A less venturous probably had retired. 
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Just about this time, sixty years ago 
to be accurate, the struggling Seattle 
Electric Light Company was making 
plans to stage a demonstration contem- 
plated to thrill most of the 10,000 pio- 
neers then making the city of Seattle their 
bailiwick. 

The company issued invitations to “sev- 
eral hundred” of the town’s leading and 
most forthright citizens and asked them 
to attend a spectacular program at its 
headquarters. On March 22nd, in the 
year 1886, Seattleites saw the marvel of 
the times, the first successful demonstra- 
tion of lighting with electricity. 

Dr. E. C. Kilbourne, 90-year-old re- 
tired dentist and real estate man, was part 
of the crowd that evening in the spick- 
and-span office and witnessed what a 
Post-Intelligencer reporter described on 
page one of the town’s sole newspaper the 
next morning: “When the dynamo was 
started, instantly the room was made 
brilliant with a clear, white light.” Eleven 
16-candle power lamps in the room, and 
one 30-candle power lamp over the street 


in front of the company headquarters had 
been turned on. 

Now, sixty years later, people are still 
turning on lights. And they are doing a 
lot of other things with electricity, too. 
In fact, we have gone into the push-but- 
ton era where all varieties of devices have 
been engineered to perform efficiently in 
home, farm, business, and industry, by 
merely placing the forefinger on a switch 
and then letting the wheels turn. 

The Seattle Electric Light Company 
was a predecessor of Puget Sound Power 
& Light Company. On March 22, 1946, 
Puget Power had performed six decades 
of faithful public service through sixty 
dramatic and romantic years. It took in- 
genuity, courage, foresight, and stamina 
on the part of three generations or more 
who have been important in the growth 
and expansion of this pioneer utility. 
The company takes pride in looking at 
this achievement in retrospect. Puget 
Power’s well-wishers say, “we hope 
you'll enjoy sixty more years just as 
successful !”’ 





To Publicize “Facts of Business’ — 
A Job for Business Itself 


I addresses before the meetings of 
several leading national organizations 
of businessmen during recent weeks, 
various speakers have dwelt upon the 
menace which lies in the well-organized 
progress of socialistic theories in this 
country. Without exception they urged 
that businessmen recognize this threat to 
the American way of life, and the neces- 
sity of informing the people regarding 
the basic facts of free enterprise. 

At the annual meeting of the American 
Association of Advertising Agencies, 
New York, Don Belding, chairman of the 
board of Foote, Cone & Belding, gave a 
trenchant presentation of this situation 
in an address entitled, “Dig Now or Die 
Later,” Beginning with the query, “Why 
are we talking here about campaigns to 
explain American business?”, he said: 


There are two reasons : 
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1. Our business enterprises, both private 
and corporate, are in competition with for- 
eigners who would impose upon the world a 
freedomless philosophy of government. They 
recognize in American business a great suc- 
cessful enemy to their aims, so, in ways de- 
vious and disarming, they seek to discredit 
and then to destroy it. 

2. There are forces within the United 
States, powerful forces, some operating in- 
dependently and some in league with world 
revolution, who seek to impose upon our peo- 
ple a single party system, a freedomless, 
regimented economy with 100 per cent gov- 
ernment control. 

Their progress has been alarming. .. . 

Confusion is rampant. Generalities over- 
shadow simple truths. Logic is lost in a maze 
of theoretical poppycock. When you talk to. 
people in lower income levels you find a large 
majority who wonder if the American capi- 
talistic system is really right. ... 

Business is not admitted to have a good 
side, Businessmen are all painted as profit- 
eers, crooks, selfish capitalists who propose 
to gouge labor and the people. A cleavage 
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between small and big business is being ac- 
tively attempted. 


OMMENTING then upon “infiltra- 

tion,” which he referred to as the 
“worst” of all these activities, the speak- 
er said: 


... There is plenty of evidence of it in labor, 
schools, churches, and other groups. And 
you've probably noticed that the Un-Ameri- 
can Committee of the House is pretty seri- 
ously concerned lately with the infiltration 
into many government departments and par- 
ticularly within the Army and Navy. ... 
The record shows that sound labor leader- 
ship despises this infiltration as much as 
business. This is logical because American 
labor has suffered severely at the hands of 
the Communists. 


The speaker then quoted Ralph Chap- 
lin, editor of the Tacoma Labor Advo- 


What is business going to do about it? 
What are we as counselors and salesmen of 
ideas and products going to do about it? 

One thing is certain. We must fight now 
or probably die later because the forces 
against us are too strong to ignore. The ques- 
tion is how? 


Asserting that there are two things 
which must be done, Mr. Belding said: 


First we must admit that business itself 
has some well-considered house cleaning to 
do, Businessmen to win this fight must not 
only seem right to those who look in from 
the outside—they must be right within their 
own minds and organizations. . 

The second thing to do is tell the facts 
about business and its value to the American 
people. 

Business ts trying to do something about 
the influencing of public opinion but the ef- 
fort is as decentralized as the opposition ts 
centralized. . . . In spite of all they are doing, 


cate, as follows: they are not doing enough even collectively 


, F on public opinion to be sure that this battle 
In the city of Chicago, there are between pol on oa - 


forty and fifty Communist labor schools, 
where young men and women learn parlia- ‘aa! 
mentary procedure, public speaking, labor (ere that it will be necessary 


nen ag all ~ tricks - the. trade—in- to go much farther, Mr. Belding 
ion, boring from within, disorganiza- 
tion—and they are turning out highly trained proposed that the leading businesses of 


specialists in their field. There are such America will have to “tithe” at least 10 

schools in every American city. They are per cent of their advertising appropria- 

training young Americans to be the termites tions to save the system and their busi- 
and stooges of international Communism. ness and themselves. 

Then came a quotation from the words And, to illustrate that this suggestion 
of Victor G. Reuther, chairman of the is not a visionary proposal, he cited what 
CIO Committee on Postwar Policy (re- has actually been done by the Union Oil 
ferred to by Mr. Belding as “something Company of California as a practical 
even more specific”), which should have demonstration of what may be accom- 
a familiar ring to utility men: plished along these lines. ; ; 

If industrially employed workers are to It was pointed out that ever since his 
have the income essential to full employment, ¢Xperience as head of the iron and steel 
private ownership of monopolistic industries division of the War Production Board, 
must be replaced by forms of social owner- Reese H. Taylor, president of Union Oil 
ship such as TVA end colgeratives. Company of California, has been serious- 

Don’t let the word monopolistic fool ly concerned about the future of busi- 
you. He is merely using it as a propa- ness. Experience taught him firsthand 
ganda trick. By monopoly Reuther means that the propagandizing and infiltration 
every business which successfully earns efforts of the left-wing antibusiness pro- 
a profit on its capital investment. gram are so serious that business likewise 

must tell its true story to the public. 

HE speaker made it clear that those Mr. Taylor felt that rather than wait 

who foster this revolt against the for associations or committees to agree 

American system have only one fear— on a program, his company should go 

Public O pinion, and its effect at the polls ahead and make a contribution. This was 
and on Congress. The battle lines, he in 1943. 

stated, are drawn. A series of full-page ads were decided 

He then asked: upon to run in newspapers throughout 
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“YOU'LL LIKE THIS WASHER—I JUST PUT IN MY DIRTY CLOTHES AND AN 
HOUR LATER THEY’RE READY FOR MY HUSBAND TO IRON!” 


the territory in which the company op- pany in every case has used its own ex- 
erates, and in a few selected national perience or that of the industry of which 


magazines. These advertisements have it 
appeared at approximately monthly in- 


is a part. 
Examples of the advertisements were 


tervals for the past three years. commented upon. Among them were: 


_The campaign has been confined to a 
discussion of the American corporation: 
1. What it is—multiple ownership. 
2. Why in some cases it has to be big. 
3. Where its profits go. 
4. How competition keeps it efficient. 
5. How it has contributed to the high 
American standard of living and fighting. 


In discussing these points, the com- 
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MEET 10 CAPITALISTS 
This one explains what capitalism is—in 
effect a codperative group of common people 
banded together for mutual profit in a legal 
agreement known as a corporation. 


IT COSTS $35,000 TO GIVE THIS 
MAN A JOB 
This ad explains the second point why in 
some cases a corporation has to be big... . 
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This is higher than some industries, lower 
than some, but almost every corporation can 
make the point. 


UNION OIL OWNERS NET PROFIT 
AVERAGED $258 IN 1945 


This ad gets over the profits of a corpora- 
tion in a truthful, practical way. But when 
you give profit per stockholder the amount 
generally gets down to figures the man in the 
street can understand, appreciate, and ap- 
prove. 


WHO GETS THE MONEY UNION 
OIL MAKES? 


This is another simple method of explain- 
ing earnings. This ad states that 

$127,000,000 was taken in. 

$91,000,000 went for things—rent, ma- 
terials, equipment, taxes, transportation, in- 
terest, and depreciation. 

$27,500,000 went to employees—an average 
of $259 each per month or $3,108 per year. 

$4,750,000 went to owners in dividends. 

$4,250,000 went back into the business as 
protection for jobs and profits in the future. 

When explained this way Union Oil Com- 
pany’s splendid earning record of over $9,- 
000,000 net profit for the year doesn’t sound 


so big. 
A to the results of this Union Oil 
campaign, now in its fourth year, 
Mr. Belding stated that there are many 
different reactions indicating that it has 
made a substantial contribution to busi- 
ness. These were cited: 


Studies of Sunday newspaper readers have 
shown extremely high readership for these 
advertisements. 

Another interesting point was that reader- 
ship in the lower and lower-middle income 
groups held up unusually well for copy of 
this kind (around 25 per cent). Without go- 
ing into detail, it can be stated, on the basis 
of these and similar studies, that people are 
not only interested in, but anxious, for in- 
formation of this kind. 

The campaign has generated a very large 
amount of favorable editorial comment in 
newspapers all over the country, and in na- 
tional magazines. 

Several colleges, including Harvard, are 
using the series regularly as text material 
in economic courses. 

The Associated Business Papers have 
sponsored a series of articles and lectures 
around the country based on the material in 
this campaign. 

All of this response has been spontaneous. 

Within its own organization the company 
has found the campaign a very good morale 
builder. The company polled its own people, 
even including field workers, and got unani- 
mously favorable reaction. 
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Commenting upon an additional medi- 
um used by Union Oil Company of Cali- 
fornia for the education of the public 
upon fundamental economics with rela- 
tion to business, the speaker referred to 
the words of Mr. Taylor in his last an- 
nual report: 


The management views with concern a 

trend on the part of the Federal government 
to consider financial reserves, production, re- 
tail prices, anticipated profits, and the dis- 
tribution of those profits as subject for re- 
view by fact-finding boards. Under this pro- 
posal the entire system of American free 
enterprise would be jeopardized. Should 
these issues become subjects for negotiation 
between management and labor, collective 
bargaining at once becomes collective man- 
agement. 
... As a nation it is for us to determine 
whether we shall return to a proved system 
of free economy, or surrender our inherent 
rights and privileges to government bu- 
reaucracy. 

Upon that decision rests the future of the 
Union Oil Company and all American 
industry. 


I N a terse analysis of this company’s ad- 
vertising campaign, Mr. Belding set 
forth the following as the factors which 
make it “tick for business” : 


1. First, Mr. Taylor had the guts to start 
the program and stand by it. That is a first 
consideration. There will be no room for 
business cowards in the decade just ahead. 


2. He was sure at all times that he was 
right in his narration and conclusions. This 
was accomplished by talking about what he 
knew best, his own company, or the industry 
in which he is engaged. In the battle ahead 
we can take no chance with half-truths. The 
facts must be correct beyond question. 

3. He stuck to the point and didn’t wander 
off into some irrelevant matter just because 
someone came up with an idea. In his sum- 
up line, America’s Fifth Freedom is Free En- 
terprise, he buttoned the whole campaign up 
into a central purpose. 


The speaker then summed up his con- 
clusions with comments which are both 


specific and provocative. While ad- 
dressed to a group of advertising men, 
several of the points should be of interest 
to all business executives : 

First. If a business needs to do any house 


cleaning to be right as well as seem right— 
that should be done forthwith. 
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Second. Businessmen must take a more 
active interest in the personnel and affairs of 
their government before the fact rather than 
merely complaining about conditions after 
the fact. 

Third. The leading advertisers of America 
—because they have in their hands the great- 
est weapon for education in the world, 
should accept the responsibility of explain- 
ing American business to the American peo- 
ple so that our American Way of Life and 
American business itself may be preserved. 

Fourth. To get sufficient funds for this 
purpose business should consider the idea 
of “tithing” its advertising appropriations, 
diverting 10 per cent to this business-pre- 
serving campaign and 90 per cent to product. 

Fifth. Each company should do its cam- 
paign in its own way, through its own 
agency, using facts which cannot be chal- 
lenged. 

Sixth. The campaign should be continued 
for a minimum of five years or long enough 
to be sure that our system is secure. 

Seventh. To make these campaigns more 
effective, the salesmen of America should be 
sold on the idea of “tithing” 10 per cent of 
their business time in selling and explaining 
the American Way and their companies’ 
public information campaigns to every ele- 
ment of the distribution system. That is the 
sales codperative feature. 


And, as an added suggestion, this point 
seems especially worthy of note: 


Eighth. A copy of every ad run by every 
company that embraces this plan should be 
sent direct to every Senator and Congress- 
man and the head of every important de- 
partment in Washington. That is the mer- 
chandising feature. 

Should this be done, as this or its equiva- 


lent must be done, public opinion should re- 
main unshaken from the subversive forces 
which have given notice that the business 
system which had made America great must 


0. 

Finally, in our country, the people gen- 
erally vote right if they have the facts right. 
The responsibility of business is therefore 
to see that they get the facts—the right facts 
about business. This can’t be done by keep- 
ing our heads in the sand. If business doesn’t 
tell them, nobody else will. Worse than that 
—the wrong facts about business will be pa- 
raded before the public mind. 


His address by Mr. Belding recalls 
that already some of the business- 
managed utility companies have seen 
both the necessity and the value of telling 
the public of their affairs in terms readily 
understood. This has been noticeably evi- 
dent in current annual reports. Also, a 
few utility companies have used news- 
paper advertisements and other mediums 
to tell people about a lot of matters per- 
taining to their own business. 
Educational publicity of this kind— 
telling people the things which interest 
them and which give them a true picture 
of a utility company’s activities—has 
helped to clear up misconceptions and im- 
prove public relations. Such a program 
apparently has to be continuous to be 
successful. Mr. Belding’s remarks sug- 
gest that this is a subject to which some 
businessmen are now giving serious 


thought. 
—R. S.C. 





New Handbook on Farmstead Wiring Design 


¥ the farmer is to save labor, cut 
operating costs, improve his products, 
and enjoy city conveniences with the new 
electric appliances soon to be available, 
the wiring system of his farm must be 
adequate, economical, and easily expand- 
ed, states the “Handbook of Farmstead 
Wiring Design,” a 64-page booklet just 
published by the Industry Committee on 
Interior Wiring Design. This handbook, 
the first of its type to be published, and 
containing entirely new and original ma- 
terial, represents over a year’s planning 
and preparation by experts of ten leading 


trade associations and technical societies. 

The danger a farmer faces when he 
provides electric light for his farmstead 
and installs an electric water system is 
that he will fail to provide sufficient wir- 
ing capacity to allow for more productive 
electrical equipment that will almost cer- 
tainly be added in the future. With wir- 
ing of capacity to carry voltage for water 
and lights only, he faces the problem of 
installing new wiring, should he later de- 
sire an electric milker, feed grinder, or 
poultry equipment. 

As the handbook states, “Provision of 
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adequate capacity when the exterior dis- 
tribution system is first installed usually 
will cost but a fraction of the expense of 
making changes at a later date. Labor 
cost is about the same regardless of size 
of service and overhead feeders, there- 
fore it is most advantageous to install 
large-size wire and service equipment at 
the start.” 


Wr graphic illustrations and text 
easily understood by men with no 


technical experience, the farm handbook 
discusses practically every phase of elec- 
tric service in the farmer’s daily work. 
The experience of many farmers has been 
analyzed, to obtain authoritative back- 
ground for the committee’s recommenda- 
tions for interior wiring of farm build- 
ings and the farm distribution system. 

In the section on “Dairy Structures,” 
floor plans are shown for the dairy barn, 
loafing barn, box stalls, and milk house. 
Floor plans of poultry buildings include 
the poultry laying house, the brooder 
house, and arrangements for morning 
and evening lighting. Beef cattle barns, 
horse stables, sheep barns and lambing 
sheds, hog and farrowing houses are also 
illustrated. 

In the section on “Field Crops,” the 
feed-grinding room, storage room, hay- 
loft, and silo are discussed from the view- 
point of efficient wiring. Tobacco and 
potato growers will find profitable wiring 
suggestions. Fruit and vegetable crops 
are also covered. 

Floor plans show the best locations 


for every type of switch and outlet. Such 
reminders as placing switches above the 
reach of livestock, and mapping outlets 
for expansion of stock or field crops, are 
emphasized — reminders that only too 
often have been overlooked when the wir- 
ing is actually being installed. 

The handbook is not an installation 
manual. It is intended to show how to 
plan wiring systems for adequacy, effi- 
ciency, and ease of future expansion. 

The committee also announces that 
over a quarter of a million copies of the 
“Handbook of Residential Wiring De- 
sign,’ on wiring of single family dwell- 
ings, and a companion piece to the farm- 
stead wiring handbook, have been printed 
since January. These books have been 
sold mainly to utilities, contractors, deal- 
ers, etc., for distribution to their cus- 
tomers. “Handbook of Farmstead Wir- 
ing Design,” judging from advance 
orders, will come close to this record, it 
was said. 


HE organizations represented on the 

Industry Committee on Interior 
Wiring Design are: American Institute 
of Electrical Engineers, American Home 
Lighting Institute, American Society of 
Agricultural Engineers, Edison Electric 
Institute, Illuminating Engineering So- 
ciety, International Association of Elec- 
trical Inspectors, National Electrical 
Contractors Association, National Elec- 
trical Manufacturers Association, Na- 
tional Electrical Wholesalers Association, 
and Radio Manufacturers Association. 





Supreme Test 
gt bryos have been made part of the police equipment 


in Champaign, Illinois. 


Police Chief Clyde R. Davis, enforcing the state brown-out 
order, said that a tavern would be considered to have sufficient 
light if a newspaper could be read. 

A city ordinance requires bars “to have three lumens of light 
per square foot.” Davis said he had no light meter, so he ordered 
the patrolmen to carry newspapers to make sure the ordinance 


was observed properly. 
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The March of 
Events 


Atomic Energy Featured on 
EEI Program 


Y= atomic energy can replace coal 
and water as the nation’s principal source 
of electric power in the near future, and the 
possibility of new developments in electric 
house heating revolutionizing residential use 
of electricity throughout the country, were two 
of the important subjects considered at the 
annual meeting of the Edison Electric Insti- 
tute, held at the Waldorf Astoria hotel, New 
York city, from June 3rd through the 5th. 

C. W. Kellogg, EEI president, opened the 
meeting with a review of the utility industry’s 
record during 1945, and a considered forecast 
of what the next few years are likely to bring. 

No less than four authoritative speakers were 
scheduled to examine atomic power and its 
possible uses in public service. They were Dr. 
Kenneth H. Kingdon and Dr. C. G. Suits of 
General Electric Company’s research labora- 
tory; Harry A. Winne, GE vice president in 
charge of engineering policy; and Dr. John C. 
Parker, vice president, Consolidated Edison 
Company of New York. 

The electric house-heating system, now in 
limited production and making its commercial 
bow this year, was discussed from the view- 
point of its possible use in two widely differing 
climatic areas of the United States. J. H. 
Polhemus, president, Portland General Elec- 
tric Company, Portland, Oregon, and J. M. 
Barry, vice president, Alabama Power Com- 
pany, Birmingham, Alabama, were the speak- 
ers. 

The utility industry’s plans to add 600,000 
farmers to its lines within the next few years, 
if critical shortages of poles and other ma- 
terials ease up, were outlined by Grover C. 
Neff, president, Wisconsin Power & Light 
Company, Madison, Wisconsin. 


Cases Get Rehearing 


Ts U. S. Supreme Court on May 13th 
ordered reargument next term on two 
cases involving application of the death sen- 
tence clause of the Public Utility Holding 
Company Act. 

The order stated that because of the death 
of Chief Justice Harlan Stone the tribunal 
lacked a legal quorum of six Justices in the 
cases, three having disqualified. The cases 
were set for reargument next October. 
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One of the cases involves a Securities and 
Exchange Commission order requiring the En- 
gineers Public Service Company to dispose of 
properties and interests worth $30,000,000. The 
other is an appeal from commission orders 
calling for dissolution of the American Power 
& Light Company and the Electric Power & 
Plant Corporation. These firms are holding 
companies in the Electric Bond and Share 
holding company system. 

The two cases have been pending since 1944. 
Justices Douglas, Reed, and Jackson have dis- 
qualified themselves. 

The court has upheld validity of the death 
sentence clause which requires utility holding 
companies to confine themselves to a single 
integrated system, 


TVA Suit Dismissed 


A= attempt by a New York contracting 

firm to sue the Tennessee Valley Author- 
ity in the District of Columbia Federal courts 
instead of in the northern Alabama district 
failed recently. 

Three judges of the United States Court of 
Appeals for the District of Columbia ruled 
that TVA does not “do business” in the Dis- 
trict “in the jurisdictional sense” and dismissed 
an appeal by the Fehlhaber Pile Company, 
Inc., from a similar ruling by the Federal Dis- 
trict Court in Washington. 


CVA Proposal Rebuffed 


EVELOPMENT of the natural resources of 

the Columbia river empire should be con- 
tinued under the multiple-agency plan of the 
past rather than be assumed by one “super- 
state” Columbia Valley Authority, the Pacific 
Northwest Development Association resolved 
recently at its annual meeting in Spokane. 
Fred L. Wolf, Newport, Washington, chair- 
man of the resolutions committee, made the 
report. 

Condemnation of a present bill in Congress 
which would create a “CVA” was a principal 
topic in business sessions and conversations 
throughout the day. 

The association, representing private indus- 
try and present public agencies of the Colum- 
bia empire, proclaimed that it would “en- 
courage and protect a successful American 
method of regional development for the 
Pacific Northwest.” 

The delegates adopted a report which 
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pledged its “full support to the various 
agencies such as the Army Engineers, Bonne- 
ville Administration, Bureau of Mines, and Soil 
Conservation Service in carrying out their pro- 
grams for the complete development of north- 
western resources. 

Major General Thomas Robins, former chief 
of the Corps of Army Engineers and now con- 
sultant for the Port of Portland Commission, 
pleaded for a continuation of the “democratic 
development” of the Northwest in an address. 
He said he could see no need for an “authority” 
in the Columbia river basin and urged Congress 
and the people to “think hard before we sub- 
jugate ourselves to a board of three men prac- 
tically irresponsible to Congress and not re- 
sponsible at all to the people.” 

He said the four main agencies—Army En- 
gineers, Federal Power Commission, and the 
departments of Agriculture and Interior— 
which have the over-all responsibility for the 
development of the region under the present 
plan, have a “tremendous backlog” of work 
projects, some of which already have been 
approved by Congress. 


FEPC Discussion Sidestepped 


ee - House of Representatives on May 15th 
shoved aside an attempt to save the dying 
Fair Employment Practices Committee. Rather 
than consider the controversial issue, members 
voted to adjourn, by a 99-to-81 standing count, 
twenty-five minutes after the session began. 

Representative Barden, Democrat of North 
Carolina, made the adjournment motion when 
Labor Committee members announced they 
would seek to force consideration of a bill to 
create a permanent FEPC 

The committee could have done so under a 
seldom used rule permitting committees to call 
on Wednesday for a vote on measures they 
have approved. 

The permanent FEPC bill won Labor Com- 
mittee approval many months ago, but has 
been pigeonholed since in the Rules Committee. 

Meanwhile, the temporary FEPC setup was 
forced to close down early last month, after 
Congress refused to provide it even enough 
funds to liquidate itself. The temporary agency 
was due to expire June 30th 


Arbitration Proposal Rejected 


M3 and bituminous coal operators told 
President Truman on May 16th that they 
could not agree to his proposal that they sub- 
mit their dispute to arbitration. 

However, business and industry were mov- 
ing rapidly toward a resumption of normal 
services, with restrictions on the use of elec- 
tricity being removed or curtailed in many sec- 
tions, as the result of the coal strike truce. 

Charles Y. Freeman, chairman of the Com- 
monwealth Edison group of companies, Chi- 
cago, recently predicted that territories served 
by the utility would carry through the emer- 
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gency without further restrictions as a result 
of savings in electricity and coal, provided 
there was an early settlement of the coal con- 
troversy. Only minor limitations on power 
consumption remained in effect, such as bans 
on decorative and display lighting, flood light- 
ing, sign, window, and showcase lighting, com 
fort air conditioning, and excessive interior 
lighting. 

Industry generally started getting back to 
normal on May. 13th after a loss in Illinois 
factories alone estimated at $125,000,000, 
since production was curtailed on May 2nd, — 

Two emergency orders conserving gas and 
electricity were issued on May 10th by the 
Connecticut Public Utilities Commission and 
retained after the coal truce was made. Acting 
under Governor Baldwin’s health-andygafety 
declaration, the commission called for cur- 
tailment in gas use by household, commercial, 
and industrial consumers, and "said that if 
voluntary measures failed it would issue a 
mandatory order with loss of service as a 
penalty for violation. 

Effective May 13th, power companies were 
directed to curtail nonessential uses of elec- 
tricity by domestic and commercial consumers. 
Electric utilities also were ordered to intercon- 
nect with other companies within the state to 
conserve fuel and allocate it equitably. 

The brown-out order covering 22 northern 
Indiana counties has been withdrawn. The 
order covering the upstate counties was lifted 
after the Northern Indiana Public Service 
Company had issued formal notice that it could 
resume normal operations. 

While admitting that the coal situation fac- 
ing them was “undoubtedly serious,” officials 
of utility concerns supplying a large part of the 
state of Rhode Island last month said they 
saw no necessity for immediate curtailment of 
rationing of gas and electricity. Curtailment 
of gas consumption in the Providence area, 
however, was said to be a definite possibility 
if there was no prompt settlement of the coal 
strike. Circumstances cited indicated it would 
be on or before the end of May. 

The relatively large use of oil for fuel in 
electric generating plants, together with the 
availability of reserve power through tie in 
with lines of the New England Power Com- 
pany, which has hydroelectric sources of power 
production, continued to leave the state’s 
sources of electricity comparatively independ- 
ent of the coal situation. 

The Wisconsin Public Service Commission 
on May 10th ordered all utilities in the state to 
start rationing gas, electricity, and water by 
gradual steps whenever their coal stockpiles 
get so low that they cannot supply service for 
more than twenty days. The order set up a 
progressive series of restrictions on the use 
of gas, electricity, and water designed to sup- 
ply service longest to the most essential users. 
They were aimed at saving enough coal to 
maintain services affecting food supplies, 
health, and safety. 
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Washington, D. C., power officials on May 
16th predicted local fuel supplies would be suffi- 
cient to supply electricity until the middle of 
June. Virginia returned to normal after a week 
of power rationing. 

Potomac Electric Power asked the District 
Public Utilities Commission to permit adjust- 
ment in demand charges to large electric power 
consumers in order to compensate them for 
their reduction in use of electricity during the 
power-short period. The company asked per- 
mission to allow each demand customer a one 
per cent reduction in demand billing for each 
“brown-out day.” 

Virginia’s power rationing, limiting elec- 
tricity use in 68 counties, was lifted on May 
16th except for provisions affecting decorative, 
sign, and window lighting. Commission offi- 
cials warned, however, that if the coal strike 
was not settled strict rationing would be re- 
sumed immediately, 

Threatened curtailment of subway service, 
scheduled for New York city, was deferred 
by the city board of transportation until effects 
of the 12-day truce in the coal strike could be 
gauged. Earlier, Mayor William O’Dwyer an- 
nounced that the city’s voluntary brown-out 
would continue. 

New Jersey also adopted a wait-and-see 
policy. The state board of public utility com- 
missioners, which ordered a brown-out into 
effect midnight May 12th, said its regulations 
would remain in force despite the 12-day coal 
truce. The streets were dimmer and advertis- 
ing displays were darkened. 

Two Pennsylvania firms which applied for 
permission to restrict gas service because of 
dwindling soft coal supplies were advised to 
seek curtailment first under a voluntary con- 
sumer coOperation plan, it was disclosed re- 
cently. 

The requests were submitted to the state 
public utility commission by the Pennsylvania 
Electric Company for its gas plants at Clear- 
field, Lock Haven, and Renovo, and the Penn- 
sylvania Edison Company for its Shippensburg 
establishment. 

Curtailment of electric service was not pro- 
posed by the firms. 

Commission Chairman John Siggins, Jr., 
said that consumers should be given an op- 
portunity to cut power use voluntarily before 
restrictive orders were issued, 


Calls for Complete Farm 
Electrification 


I* a message marking the eleventh anni- 
4 versary of the Rural Electrification Admin- 
istration, Administrator Claude R. Wickard 
recently commended rural electric codperatives 
and public power districts for their past ac- 
complishments and called upon them to “move 
as rapidly as possible toward our goal of elec- 
tric power for every American farmer.” 
New consumers are now being connected to 


795 


REA-financed power lines at the rate of 18,000 
to 20,000 a month, approaching the rate in the 
peak prewar year, 1940, when more than 256,- 
000 new consumers were connected, 

Pointing out that more than 45 per cent of 
America’s farms are electrified today in con- 
trast with less than 11 per cent at the time 
REA was established on May 11, 1935, Ad- 
ministrator Wickard said that more than half 
of the farms electrified in the last eleven years 
and about two-thirds of those electrified since 
1939 are on REA-financed lines. 

“Imposing as that record is,” he told REA 
borrowers, “approximately 6,000,000 American 
farmers and other rural people who want elec- 
tricity are still without it. Many of them are 
in sparsely settled territory. We are obligated 
to see that all of those areas receive electric 
service, however remote and inaccessible they 
may be. That job involves every REA bor- 
rower, for no system has yet reached the limit 
of its growth.” 

Reporting on the current program as REA 
enters its twelfth year, Administrator Wickard 
said that the total of loan applications pending 
far exceeds the balance remaining in the $300,- 
000,000 fund authorized by Congress for REA 
loans during the fiscal year ending next June 
30th. 


Bill Would Force Arbitration 


ENATOR Alexander Wiley, Republican of 

Wisconsin, on May 17th introduced a bill 
to require compulsory arbitration in labor dis- 
putes involving public utilities or industries 
vital to public health, safety, and security. 

He offered it as an amendment to the pend- 
ing bill to set up a new 5-man Federal media- 
tion board. The bill itself would give the 
board no power to force conciliation of labor 
disputes. 


FPC Agrees to Reconsider 


HE Federal Power Commission on May 

17th announced that it had granted a peti- 
tion by Panhandle Eastern Pipe Line Company 
for reconsideration of the commission’s order 
of March 14, 1946, which dismissed without 
prejudice an application by Panhandle for per- 
mission to render natural gas service to the 
Ford Motor Company. The order announced 
recently consolidated proceedings arising out 
of complaints filed by the city of Detroit and 
Wayne county, Michigan, Michigan Consoli- 
dated Gas Company, Michigan Public Service 
Commission, and others, relating to similar 
matters, and set a public hearing to be held in 
Washington on August 26, 1946. 

The order of March 14, 1946, was issued 
concurrently with the commission’s Opinion 
No. 130, which held that the proposed sale of 
gas to the Ford Company would impair gas 
service to Panhandle’s present customers, and 
was against the public interest. 

Panhandle’s application for reconsideration, 
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filed on April 15, 1946, requested that the order 
of March 14, 1946, be abrogated, that it be 
modified by dismissing the application for 
want of jurisdiction, or, in the alternative, that 
a rehearing be granted. 


Hydro Commission Makes Offer 


Zz of $135,075,986 were made on May 
15th by the Quebec Hydro Commission 
for the physical assets of Montreal Light, 
Heat & Power Consolidated and the Montreal 
Island Power Company and for the shares of 
the Beauharnois Light, Heat & Power Com- 
pany. The offers were subject to deductions 
for bonds of these expropriated companies 
which are outstanding. Compete officials 


made no comment other than to say the offers 
would be considered by the board of directors, 

The offers made were $54,873,500 to 
Montreal Power, $72,260,486 to Beauharnois, 
and $7,942,000 to Island Power, while the 
capital amounts of bonds and notes charged to 
the Hydro Commission and to be deducted 
were $84,081,000, $79,380,510, and $9,065,000, 
respectively. 

The Quebec Hydro notice to the companies 
said that if the offers were not accepted within 
sixty days the commission would make applica- 
tion for the fixing of the indemnity to an arbi- 
tration committee. The companies concerned 
were expropriated by the Provincial govern- 
ment, then a Liberal party administration, in 
1944, 


Alabama 


Wage Agreement Reached 


|. yy wgaenen bus and streetcar operators, 
who staged a 5-day strike several weeks 
ago when their negotiations with Birmingham 
Electric Company ended in disagreement, have 
accepted a company offer of a 20-cent hourly 
wage increase, it was announced recently, 


The strike ended after both sides agreed to 
submit the dispute to arbitration. Officials of 
the Amalgamated Association of Street and 
Electric Railway Employees (AFL) said, 
however, the new agreement was reached with- 
out arbitration. 

The increase gives the operators an hourly 
rate of $1.07 per hour. 


Arkansas 


Utility Association Holds 
Convention 


HE Arkansas Utilities Association held its 
thirty-fourth annual convention at Hot 
Springs last month. At its concluding session 
C. L, Leighton, division manager of the South- 
western Gas & Electric Company, De Queen, 
was elected president. He was advanced from 
the first vice presidency. 
Thorpe, superintendent of the Little 
Rock district, Arkansas-Louisiana Gas Com- 
pany, was elected first vice president, and Mor- 
gan Wright, district manager of the Oklahoma 
Gas & Electric Company, Fort Smith, second 
vice president. 

Charles C. Wine, chairman of the Arkansas 
Public Service Commission, and Edward Ven- 
nard, vice president of Middle West Service 
Company, Chicago, spoke at the opening ses- 
sions, 


Commission Order Vacated 


n Arkansas Public Service Commission 
order designating Arkansas-Louisiana 
Electric Codperative, Inc, (Ark-La), a public 
utility subject to commission supervision, as 
such, was vacated on May 13th by the Arkansas 
Supreme Court. 

The now inoperative Ark-La, a Louisiana 
corporation, was declared a public utility 
November 23, 1944, by the old state utilities 
commission—predecessor agency of the public 
service commission. 


Rate Reduction Approved 
RA of the Arkansas-Missouri Power Cor- 

poration of Blytheville have been reduced 
$175,000 annually by a schedule approved by 
the state public service commission on May 
16th. The over-all reduction was 10.4 per cent 
and has already become effective. 


California 


Electric Company to apply jointly for a presi- 


Agreement Averts Strike 


'T was an agreement by the CIO Utility 
Workers Union and the Pacific Gas and 
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dential fact-finding board that staved off the 
threat of a strike against the utility. This was 
announced early last month by the company, 
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the union, and U. S, Conciliation Service in 
carefully worded statements. 

The announcements were reported to mean 
that the fundamental issue over wages which 
came so near to closing down Bay area gas 
and electric sources was still to be argued be- 
fore a government board. 

The text of the agreement reached by the 
company and union was as follows: 

“In the interest of reaching an agreement on 
the matters in dispute between the PG&E and 
the Utility Workers Union, and in order to 
avoid the threatened strike the company and 
the union join in making a joint request for 
the appointment of a fact-finding board to be 
named by the President of the United States or 
the Secretary of Labor. 

“The union agrees to accept the board’s 
findings. However, although the company does 
not agree in advance to be bound by the recom- 
mendations of the board, this reservation will 
not be exercised arbitrarily ; nor will the com- 
pany consider, as a basis for exercising its 
reservation, the application by the board of the 
national wage stabilization policies to the mat- 
ters in dispute. 

“The company will give serious considera- 
tion to any and all recommendations made by 
the board. In the event that it should determine 
that it must act on its reservation, it’will reject 
the recommendations as a whole.” 

The joint statement issued by the union and 
company said the parties acknowledged the ob- 
ligations each had assumed in “providing the 
public with uninterrupted service of the essen- 
tial commodities of gas and electricity.” 


Transit Fare Increase Denied 


TS state railroad commission last month 
refused to increase fates on Los Angeles 


streetcars, thus apparently ending chances of 
an early settlement of the current streetcar 
and bus strike. 

The Los Angeles Transit Company had ap- 
plied for fare increases, saying it could not 
meet strikers’ demands on the present 7-cent 
fare. It asked an increase to 10 cents, or three 
tokens for 25 cents. Comparable raises were 
asked on fares to the city’s suburbs. 

The commission said it would not act until 
the OPA and the Wage Stabilization Board 
approved increases. 

The company estimated the demanded wage 
boosts would cost $4,000,000 or more each 
year. It estimated the proposed fare increase 
would add $2,000,000 to the yearly revenue. 

The AFL union involved had asked $1.36 an 
hour instead of the present $1.03 for operators 
of 1-man streetcars and busses ; $1.26 instead of 
93 cents for operators of 2-man cars; a 40- 
hour week instead of the present 44-hour week. 


Fare Rise Halted 


jee Edward Murphy of the state superior 
court on May 16th issued a temporary re- 
straining order preventing the Municipal Rail- 
way of San Francisco from increasing its fare 
and directed the railway’s counsel to appear in 
court the following day to show cause why 
the order should not be made permanent. 

The administration was prepared to make 
effective on May 20th a new program, increas- 
ing the streetcar and bus fare from the present 
7 cents to 10 cents a ride, or three rides for 25 
cents by purchase of tokens. 

The San Francisco Congress of Industrial 
Organizations Council went before the court 
to ask for a writ of prohibition which would 
“forever restrain the railway from raising the 
present 7-cent fare.” 


Illinois 


Transit Sale Voted 


Rests filed on May 15th in Federal District 
Court by trustees of the surface lines and 
the elevated system showed that investors of 
both companies had voted overwhelmingly to 
sell their holdings to the Chicago Metropolitan 
Transit Authority. 

The authority, publicly owned, proposes to 


buy, unify, and operate the surface and “el” 
properties. To complete the deal the authority 
must raise $90,000,000 to pass on to the inves- 
tors. 

Admittedly, this financing appears more 
difficult than it did some months ago, before 
union workers on surface lines were granted a 
pay raise estimated at $7,000,000 to $8,000,000 
a year. 


Indiana 


Fare Raise Not Justified 


Cu that evidence submitted by the 
Indianapolis Railways before the state 
Public service commission in its fight for a 
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three-for-a-quarter token rate “wholly fails to 
show that any ‘emergency’ exists or that im- 
mediate ‘relief’ is necessary,” the city of In- 
dianapolis recently filed a 27-page reply brief 
with the state commission as an intervenor in 
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the transit company’s emergency rate case. 

The brief, filed by Arch N. Bobbitt, city 
corporation counsel, hit at company allegations 
of declining riding levels, unusual and sudden 
depreciation charges, declining revenue fare 
per passenger, and expectation of heavy losses 
and damage to the firm and the community un- 
less rates are increased from the present four- 
for-a-quarter token charge. 

The city’s brief, which counsel for the transit 
firm will have an opportunity to answer, as- 
serted that evidence regarding declining riding 
levels wag based on Interstate Commerce Com- 
mission bulletins neither approved nor adopted 
by the ICC and, though the company stated 
that 1946 riding would approximate that of 
1942, it increased more than 6,000,000 riders 
over 1942 in the first three months of 1946. 

It was also asserted that depreciation and 
net operating income charges of more than 


$400,000 yearly have suddenly been charged 
to operating expense on property values 
against which no depreciation has heretofore 
been charged. It would be unfair, the city ar. 
gued, to require present ratepayers to make up 
losses due to undercharges in other years, 

The city’s brief also stated “it cannot suc- 
cessfully be said that an emergency exists 
which makes it necessary that the commission 
increase the present .. . fares in order to pre- 
vent injury to the .. . utility or the interest of 
the people .. .” 

Other evidence submitted by the city pointed 
out that the company’s evidence that the token 
rate in Indianapolis was lower than in 18 other 
cities gave no evidence that conditions in other 
cities were comparable, and again called atten- 
tion to a net operating income in 1945 of al- 
most $500,000 for the company, and payment 
of an annual dividend of 20 per cent. 


lowa 


FPC Acts to Relieve Emergency 


HE Federal Power Commission last month 

authorized Northern Natural Gas Com- 
pany to deliver gas during the coal emergency 
for use as boiler fuel in Iowa Electric Light 
& Power Company’s Boone, Iowa, electric gen- 
erating plant. 

Stoppage of coal production has made it 
necessary to substitute oil for coal at the com- 
pany’s Cedar Rapids, Iowa, generating plant 
and to operate all stand-by Diesel plants at 
other points to conserve limited coal stocks, 
the commission was advised by Iowa Electric. 

The change-over from use of coal to gas for 
boiler fuel at the Boone plant was possible 
since Northern Natural Gas Company supplies 
gas requirements for general use in Boone and 
facilities are installed. Use of gas for boiler 
fuel has not been permitted by the FPC up 
to the present time. : 

The action taken by the commission was in 
line with its recommendation of May 7, 1946, 
that electric utilities “take fullest advantage 
of available hydroelectric sources and fuel 
sources other than coal” to make possible the 
conversion of existing stocks of coal. 


Iowa Electric, with home offices in Cedar 
Rapids, Iowa, distributes electric energy to 64 
communities in Iowa, including Boone, Cedar 
Rapids, and Marshalltown, It also supplies 
electric energy at wholesale to a number of 
distributing utilities. 


Shift to Natural Gas Made 


TRAIGHT natural gas was turned into the 
mains which serve the Des Moines resi- 
dential districts on May 16th. 

C. A. Leland, president of the Iowa Power 
& Light Company, said the crews of trained 
workmen, sent out the previous day to adjust 
gas-burning equipment and appliances in the 
business district, made such good progress that 
it was decided to extend the straight natural 
gas service to the entire city considerably 
earlier than originally had been planned. 

He said that owing to the mixed natural and 
artificial gas then in the mains, it might be 
two or three days before all of the outlying 
residents would have the straight natural gas. 
He explained that the new straight gas gradu- 
ally would spread through the mains of the 
city as the mixed gas in the mains is consumed. 


¥ 
Maryland 


Council OK’s Agreement 


4 ordinance ratifying the tax and street 
maintenance agreement between the city 
and the Baltimore Transit Company was 
passed finally by the city council on May 15th. 
Mayor McKeldin announced he would sign 
the measure at a small ceremony the following 


y. 3 : 
Attorneys for the company said the mayor’s 
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action would be followed quickly, “probably 
within a day or two,” with a refiling of the 
application for state public service commission 
permission to inaugurate the No. 1 project of 
the company’s program for converting about 
half of its existing streetcar lines to bus opera- 
tion. 

The application, filed originally late last 
year, was withdrawn when the council pas 
a tax ordinance with rates on bus operations 
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which the company said made the proposed 
conversion impossible. The agreement, which 
became law May 16th, takes the place of the 
tax ordinance. 

Shortly after the ordinance is recorded— 
well within the thirty days provided in the 
agreement, according to company officials— 
the city will receive from the company a pay- 


ment of $2,500,000, of which $2,000,000 will be 
allocated to paving and restoration of streets 
on which the company abandons its.tracks and 
inaugurates bus operations. 

The company will pay the city another $100,- 
000 in 1946 as net income tax, and $50,000 in 
1947 for the same purpose. The company will 
continue to pay 3 per cent on gross revenues. 


New Jersey 


Sells Gas Properties 


N™ Jersey Power & Licut Company last 
month announced it had contracted to sell 
its gas system and properties to interests repre- 
sented by Harry E. Carver, public utility con- 
sultant and operator, for $361,100. Final ar- 
rangements for the transfer of the gas prop- 
erties will be completed within the next six 
months, subject to the approval of the regu- 
latory authorities having jurisdiction. 

Areas served by the gas properties include 
Newton, Flemington, Lambertville, Washing- 
ton, and Phillipsburg. Approximately 8,000 cus- 


tomers are served by the company’s systems. 

In announcing the sale, New Jersey Power 
& Light outlined its reasons for the transac- 
tion. Since the company is primarily an elec- 
tric utility, with only 5 per cent of its operating 
revenues resulting from the sale of gas, the 
company feels that its interests and those of its 
gas customers would be better served if the 
gas properties were conveyed to an organiza- 
tion which would specialize in the gas business 
in these areas. The disposal of its gas systems 
will therefore permit the company to devote 
all of its efforts in the future to the develop- 
ment of the electric business, 


New Mexico 


Purchase Proposal Discussed 


Cc council members last month discussed 
a proposal of a representative of a Kansas 
City investment house that the city check pos- 
sibilities of purchasing the local light and 
water companies. 

Mark A. Lucas, Jr., of the firm, Lucas, Far- 
rell & Satterlee, said it was quite possible that 
utilities in New Mexico owned by the Federal 
Light & Traction Company, might be put up 


for sale in compliance with recent court deci- 
sions interpreting the security laws. 

He added his impression that the Agua Pura 
Water Company of Las Vegas in particular 
would have to be disposed of. 

Other Federal Light & Traction utilities in 
New Mexico include the electric utilities at 
Albuquerque and Santa Fe 

Similar proposals have been made by his 
company to city officials in both Albuquerque 
and Santa Fe, Lucas said. 


* 
Ohio 


Rate Cut Approved 


T= state public utilities commission was 
called on last month to approve a wide- 
spread cut in electric rates. It granted permis- 
sion to the Ohio Power Company and its affil- 
iated Wheeling Electric Company to reduce 
residential and commercial, but not industrial 
charges by a total of $1,248,900 a year through- 
out their territories. The cut would be effective 
with the June Ist billing. 

The Ohio Power Company, which has head- 
quarters at Canton, serves 950 cities and vil- 
lages, including Canton, East Liverpool, Steu- 
benville, Portsmouth, Coshocton, Newark, 
Zanesville, Lima, Tiffin, Fostoria, Ironton, 
Mount Vernon, Lancaster, and Granville. 
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Wheeling Electric serves Bellaire, Bridge- 
port, and a few other southeastern Ohio towns. 

The Ohio Power reduction was given as $1,- 
216,000, mainly to commercial users, such as 
stores, ‘and Wheeling’s as $32,900. 

Utility commission officials said that the 
only comparable territory-wide action taken in 
the past ten years was a reduction in gas rates 
by the East Ohio Gas Company in 1941. 

Under the company’s formula of basing com- 
mercial rates on the average monthly demand 
of the individual customer, no blanket compari- 
son could be made between the old and new 
rates, nor could the percentage reduction be 
computed except on arbitrarily set up examples. 

Residential rates remain unchanged for the 
first 70 kilowatt hours per month, then drop 
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one-tenth of a cent for the next 150 kilowatt 
hours, and a full cent for the next 80. 


FPC Grants Certificate 


OLLOWING an unprotested hearing on April 

24th, the Federal Power Commission re- 
cently authorized the Ohio Fuel Gas Com- 
pany, Columbus, to construct facilities to fur- 
nish improved wholesale natural gas service 
to the Dayton Power & Light Company, Day- 
ton. The latter company distributes gas at re- 
tail to the city of Dayton and other communi- 
ties in the vicinity, including New Bremen, 
Minister, Ft. Laramie, Sidney, Versailles, 
Bradford, Covington, Piqua, Pleasant Hill, 
Troy, Tipp City, West Milton, Vandalia, and 
to a number of rural customers. 


The facilities authorized, estumated to cost 
about $266,030, consist of about 15 miles of 
12%-inch transmission line, located in Mont- 
gomery and Miami counties, Ohio, extending 
from Ohio Fuel’s existing 16-inch transmission 
line connecting with Panhandle Eastern Pipe- 
line Company’ s system, about one mile of 4. 
inch transmission line extending from a point 
on the proposed 123-inch line to Tipp City, 
and connections, valves, and regulators to per- 
mit attachment and connection of these facili- 
ties to existing ones. 

The additional facilities, the company stated, 
will enable it to serve the Dayton Company 
with a stabilized mixture of gases at all times 
in contrast to the alternating types of gases 
which the company is now furnished for dis- 
tribution in part of the city of Dayton. 


Oregon 


REA Permits Rate Cut 


nN the basis of an audit of the books of 

the Malheur Codperative Electric Associ- 
ation, recently completed, the Rural Electrifi- 
cation Administration has authorized a rate 
reduction of 11 per cent in water-heating rates 
and the reduction of the minimum bill from 
$1.75 to 75 cents. 

“This is in accordance with our usual cus- 
tom of using surplus income to reduce rates,” 
Eddie J. Williams, manager, said in making 
the announcement. The new rates will take ef- 
fect immediately, he added, and will be re- 
flected in June billing. 

The local co-op, which borrowed money 
from REA to provide electric service for a 
large area of rural territory, hitherto un- 
served, has just completed its fifth year of 
operation. 

The co-op is actively supporting the public 
utility district movement in Vale county, Mr. 
Williams said, because its members feel that 
it would be an advantageous distribution sys- 


tem for Bonneville power, The co-op now buys 
wholesale power from a private power com- 
pany. 


PUD Proposal Debated 


A public utility district, which 

would embrace a 457-square-mile area in 
Baker county, was debated at a state hydro- 
electric commission meeting at Baker last 
month, 

About 200 persons heard Fred Schutz, head- 
ing PUD sponsors, declare that the plan would 
expand rural electric service and attract in- 
dustry to Baker. 

Opposition spokesmen argued that present 
conditions are providing rural power as soon 
as possible and that agriculture is the region’s 
main industry. They were led by LeRoy Gret- 
tum, president of Eastern Oregon Light & 
Power Company, which will be succeeded on 
July 1st by the California-Pacific Power Com- 
pany. Commission members will make a report 
within four months. 


Tennessee 


Power Rate Reduced 


EDUCTION of electric rates for Maryville 

consumers, to save them an estimated 
$61,000 per year, has been ordered by Mary- 
ville city officials, to become effective after 
July 10th, J. D. Beale, chairman of the Mary- 
ville Board of Public Utilities, announced re- 
cently. 

The reduction was ordered by the board 
of mayor and commissioners of Maryville, 
following a public utilities board recommenda- 
tion that the action be taken due to the sound 
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financial position of the electric system, which 
would have outstanding after June Ist only 
$42,000 of a 1939 bond issue of $425,000 used 
to buy the system from the Tennessee Electric 
Power Company. 

The reduction will provide Maryville con- 
sumers with the lowest rates of any east Ten- 
nessee city, Maryville officials estimate. 

Savings to various classes of customers will 
include 26 per cent saving for residential con- 
sumers ; 21 per cent for commercial consumers; 
14 per cent for industrial users; and 14 per 
cent for street lighting. 
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The Latest 
Utility Rulings 


Curtailment of Electric Service Because of 
Nation-wide Coal Strike 


HE Illinois commission, in order to 
meet the emergency confronting 
electric utilities because of the nation- 
wide coal strike, authorized curtailment 
of service under rules and regulations of 
the commission. The commission on 
May Ist entered a general order for this 
purpose, and subsequently issued exemp- 
tion lists and interpretations showing 
how curtailment should be carried out. 
Later, on May 10th, in view of the 
action taken respecting temporary re- 
sumption of the mining of coal, the com- 
mission suspended its curtailment orders 
until further order of the commission, 
but provided that such suspension did not 
apply to or affect the provisions pro- 
hibiting the use of electricity for all such 
purposes as decorative or ornamental 


and flood lighting, sign lighting, window 
and showcase lighting, comfort air con- 
ditioning, car heating, and interior light- 
ing that might be in excess of minimum 
requirements. 

It was said to be a matter of general 
public knowledge that a strike generally 
throughout the bituminous coal mining 
industry had been in effect since April 
Ist and that negotiations looking to a 
settlement were proceeding but the out- 
come thereof was uncertain. The utilities 
had made every effort to obtain substitute 
fuel but without substantial results. The 
purpose of the orders was to supply elec- 
tricity for uses essential to public health 
and safety and protection of property as 
long as possible. Re Commonwealth Edi- 
son Co. et al. (33783). 
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General Authorization Granted for Extension 
Of Electric System 


A CERTIFICATE of convenience and 
necessity to construct, maintain, 
and operate electric transmission and 
distribution lines in described areas was 
granted by the Missouri commission to 
obviate the necessity of obtaining certifi- 
cates for each separate extension. The 
applicant had stated that because of the 
increasing demand for electric service it 
was required continuously to extend and 
expand its distribution system. Under 
former procedure under the state law it 
would file an application and get an order 
from the commission for each extension, 
regardless of size. 

_ Construction, it was stated, would be 
in conformity with the specific rules and 
regulations contained in the National 
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Electrical Safety Code and as the state 
laws and orders and rulings of the com- 
mission might require. Notice would be 
given to other utilities affected. A rail- 
road company objected to a 15-day notice 
as proposed and suggested a 30-day 
notice, but the commission was of the 
opinion that fifteen days was proper in 
order to expedite the extension of serv- 
ice to the public. 

The commission, after referring to the 
rule established in Public Service Com- 
mission v. Kansas City Power & Light 
Co. (1930) 325 Mo 1217, PUR 1931A 
32, 31 SW2d 67, requiring a certificate 
before any extension to new customers 
outside of cities and villages is made, ap- 
proved the proposal. It said: 
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Under the decision of our supreme court 
in State ex rel. St. Louis County Gas Co. v. 
Public Service Commission, 315 Mo 312, 
PUR 1927A 187, 286 SW &, any utility is 
required to extend its lines to a new customer 
or customers who will comply with the terms 
_ requirements of that utility’s extension 
rule. 

Likewise, the commission cannot re- 
quire the utility to extend its lines to any 
new customer except in conformity with the 
existing extension rule that may be filed and 


in effect. So, we do not understand that the 
applicant intends to change its practice jn 
extending its lines to new customers within 
the prescribed area, but will continue to ex- 
tend its lines in conformity with its exten- 
sion rule, taking into account the various 
conditions, including economic conditions, 
surrounding each and every proposed exten- 
sion. 


Re St. Joseph Light & Power Co. (Case 
No. 10,751). 
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Financing Contracts Considered When Commission 
Permits Bond Issue 


-_ HE New York commission approved 
a proposal of the Rochester Tele- 
phone Corporation, as amended, through 
an agreement reached between the cor- 
poration and Halsey, Stuart & Company, 
Inc., to provide for the sale of $6,238,000 
principal amount of first mortgage 24 
per cent bonds, series A, due 1981, to 
Halsey, Stuart at 100 per cent of princi- 
pal amount plus accrued interest to date 
of delivery, together with a premium of 
$32,000. This followed the state commis- 
sion’s decision to defer final action on the 
original petition, mentioned in Pustic 
Utiities FortTNIGHTLY, May 23, 1946, 
at page 720. 

Halsey, Stuart gave the corporation a 
90-day option to repurchase the bonds at 
100 per cent of principal amount, plus ac- 
crued interest, together with the premium 
and any required transfer taxes. This 
would permit the company to issue a call 
and redeem outstanding mortgage bonds, 
register its new bonds under the Securi- 
ties Act of 1933, qualify its mortgage 
under the Trust Indenture Act of 1939, 
and offer the new bonds for sale at open 
competitive bidding. 

Under such competitive bidding Hal- 
sey, Stuart guaranteed to submit a firm 
bid at least 100 per cent of the principal 
amount, plus accrued interest, together 
with the premium. Thus, said Commis- 
sioner Burritt, the corporation was as- 
sured of a bid at least equal to the tem- 
porary private sale which it had formerly 
negotiated, plus the appproximate cost 
of registration, and also an opportunity 


to sell its bonds at open competitive bid- 
ding to any purchaser who might at that 
time offer a better price. 

Under this new proposal a fee which 
was to be paid under the prior arrange- 
ment for private sale would be eliminated. 
It was said to be obvious that the corpora- 
tion had nothing to lose and the possi- 
bility of gain. 

There remained the question of the 
presentation by the corporation of a com- 
plete financial program as indicated in the 
earlier opinion. But, as Commissioner 
Burritt pointed out, if advantage were to 
be taken of the present offer for immedi- 
ate refunding and the maximum of dupli- 
cate interest cost avoided, this must be 
accomplished before the call date of April 
30, 1946. The corporation, however, was 
requested to furnish to the state commis- 
sion within thirty days a statement as to 
its proposed financial program for the 
next three to four years. 

Commissioner Eddy, in a concurring 
opinion, said that the commission did not 
have before it the choice of determining 
which contract should be approved, since 
the company had amended its petition 
and no longer asked the commission to 
approve the contract for private sale. In 
fact, it specifically asked the commission 
to disapprove that contract. He raised a 
question as to the legal effect of the com- 
mission action in protecting the company 
from a claim of breach of contract be- 
tween the company and the bond houses 
involved in the first proposal. 

Chairman Maltbie, in a_ separate 
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opinion, explained the legal obligations 
of the commission in passing on pro- 
posals for the issuance of securities, and 
said : 


It should also be borne in mind that in the 
instant case the only authority that approves 
the issuance of securities or has the authority 
to determine the conditions under which they 
are authorized is the public service commis- 
sion. The Securities and Exchange Commis- 
sion does not “approve” an issue of securities 
and a Federal statute prohibits any statement 
that such commission “approves” an is- 
a 


As already stated, the commission does not 
“approve contracts.” What it does is to de- 
cide whether an issuance of securities should 
be permitted and the terms and conditions 
of such issuance. ... Any person who enters 
into a contract with a utility, the execution 
of which is conditioned upon approval b 
the commission, is presumed to do so wit 
his eyes wide open and with the full knowl- 
edge that the commission is not thereby 
bound to any extent to consider the arrange- 
ment which he has entered into merely be- 
cause such arrangement has been made. 


Re Rochester Telephone Corp. (Case 
12,193). 
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Amortization of Call Premium and Expenses 
Permitted 


77> Federal Power Commission, 
after forcefully expressing its dis- 
approval of the practice of amortizing 
preferred stock call premium and ex- 
penses instead of charging them off to 
surplus, made an exception in the case of 
the Oklahoma Gas & Electric Com- 
pany and permitted amortization over a 
period not to exceed five years. The com- 
mission felt that under the circumstances 
of the case this was a practical solution 
of a problem involving the interests of 
the company, its security holders, and 
customers. 

The company sought permission to 
amortize over a 9-year period, but this 
was refused. 

Earlier the corporation commission of 
Oklahoma and the public service com- 
mission of Arkansas had approved 
such amortization. The Securities and 
Exchange Commission had permitted an 
application and declaration to become 
effective so that the company might re- 
deem 5 per cent preferred stock and issue 
4 per cent preferred stock. 

The commission’s uniform system of 
accounts, it was pointed out, like other 
uniform systems of accounts, provides 
that call premiums paid upon the redemp- 
tion of preferred stock must be charged 
to earned or capital surplus, with a limita- 
tion on the amount which can be charged 
to the latter account. There is no provi- 
sion relating to refunding of preferred 
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stock, as there is in the case of the re- 
funding of bonds, to the effect that the 
commission may authorize a different 
treatment than that set forth in its ac- 
counting rules upon the filing of a proper 
application. 

The company did not have a capital 
surplus. 

Accordingly, unless the commission 
should specifically waive or modify 
the pertinent requirements of its ac- 
counting system, there would be no re- 
course but to charge premium and ex- 
pense to earned surplus account. This 
might cause a deficit which could be 
eliminated by the creation of a capital 
surplus through reduction in common 
stock or a contribution by the common 
stockholders. 

Call premiums, said the commission, 
are in the nature of special distributions. 
Amounts paid to preferred stockholders 
over and above that which has been paid 
into the corporation for the stock are dis- 
tributions of undistributed earnings or 
distributions of capital. Payment of a call 
premium is a special distribution to a 
particular class of stockholders. Proper 
accounting is by a charge to surplus at 
the time of redemption just as any dis- 
tribution of earnings is charged to sur- 
plus accounts. 

Oklahoma Gas & Electric, said the 
commission, was asking to treat the 
special distribution not as a charge 
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against earnings or capital at the time of 
payment, but to treat it as a present dis- 
tribution of future earnings. 

The spreading of premiums paid upon 
the call of preferred stock over a future 
period, the commission continued, is not 
practiced outside the public utility field. 
It is only in the case of regulated utilities 
that “we find such unorthodox and un- 
sound practices relative to call pre- 
miums.” 

Management, said the Federal com- 
mission, would not, of its own volition, 
do such violence to principles of ac- 
counting. 

It indulges in such practices, the com- 
mission continued, only when it can 


transfer responsibility to regulatory com- 
missions. Commissioner Sachse dis- 
sented, stating in part: 


Section 305(a) of the Federal Power Act 
provides that it shall be unlawful for any 
officer or director of any public utility to 
participate in the making or paying of any 
dividends of such public utility from any 
funds properly included in capital account, 
It seems to me that as long as the deferred 
charge exceeds the amount of earned surplus, 
the payment of dividends by the company 
will violate the foregoing provision. 

I doubt the commission’s legal power to 
condone or authorize violations of the pro- 
hibition of this section of the act ... 


Re Oklahoma Gas & Electric Co. 
(Opinion No. 131, Docket No. IT-5976). 
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Public Convenience Outweighs Other Considerations in 
Radio License Renewal 


ery of an application for renewal 
of a radio station license, for re- 
peated misrepresentations concerning the 
beneficial ownership of company stock, 
was held illegal by the United States 
Court of .Appeals for the District of 
Columbia, which ruled that the Federal 
Communications Commission action was 
punitive and beyond its power. The court 
stated that the principal factors to be con- 
sidered are the degree to which public 
convenience and necessity are being 
served by the station, the amount of prop- 
erty which would be rendered valueless by 
the denial of the renewal, and the highly 
penal effect which a denial would have 
on the innocent majority of stockholders. 


e 


The court conceded that the commis- 
sion might justifiably be vexed at the 
concealment practiced by the applicant 
but refused to follow the commission’s 
reasoning that from the fact of deception 
it logically followed that the applicant was 
not qualified enough to operate a radio 
station. 

A dissenting opinion held on grounds 
of public policy that the statutory power 
of the commission to determine public 
convenience was sufficiently broad to 
permit the commission to refuse to renew 
a license for repeated false swearings in 
statements required by commission regu- 
lation. Woko, Inc. v. Federal Communi- 
cations Commission, 153 F2d 623. 


Bid for Securities Not to Be Based on 
Amount of Other Bids 


HE Securities and Exchange Com- 

mission, in approving the sale by 
Standard Gas & Electric Company of 
its interest in a Mexican public utility, 
considered the propriety of a bid of 
“$10,500, plus an amount equal to the 
highest bona fide offer submitted in ac- 
cordance with the terms hereof.” This 
bid had been rejected by the company as 
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not being in accordance with the invita- 
tion for offers, since it did not set forth 
any amount certain as a bid for the securi- 
ties. The bid was then withdrawn. 

The commission reviewed decisions 
in Webster v. French (1849) 11 Ill (1 
Peck) 254; Casey wv. Independence 


County (1913) 109 Ark 11, 159 SW 
24; and Grant County Bank v. McClellan 
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(1914) 112 Ark 550, 166 SW 550, 
where this type of bid was held to be 
illegal. 

It was pointed out that if this 
type of bidding were allowed, then one 
man by offering a nominal sum over all 
others might appropriate to his advantage 
the judgment of others who might have 
gone to great expense to form a correct 
opinion, when the very mode of selling 
was designed to give to each bidder the 
benefit of his own superior judgment. 

The effect of permitting such a bid 
would be to deter prudent and responsible 
bidders. 

Fair competition also would be de- 
stroyed, for some such bid must always 
take the property. Allowance of such 
bidding, it was said, would tend to drive 
away prudent bidders in the future and 
destroy effective competition. 

The individual submitting the success- 


PETITION for a writ of mandamus 
brought by the mayor and commis- 
sioners of a home rule city in Michigan to 
compel the city attorney to approve con- 
tracts for the city’s acquisition of an elec- 
tric plant and issuance to the utility of 
revenue bonds therefor was denied by the 
state supreme court, which ruled that, un- 
less the constitutional authorization of 
municipal ownership of utilities be fol- 
lowed by specific amendment to the city 


ful bid was also a partner of the firm 
which had submitted the rejected bid. It 
was noted that, generally speaking, more 
than one bid by the same party or by 
various persons under common control 
is considered improper in bidding on gov- 
ernment contracts. The commission did 
not consider it necessary to decide at the 
time whether the rule applied to govern- 
ment contracts must necessarily be fol- 
lowed in competitive bidding under the 
Holding Company Act. In the present 
situation, particularly in view of the fact 
that one of these bids was rejected, it did 
not appear that any substantial interests 
were prejudiced. Moreover it appeared 
that the proposed price was one which 
was beneficial to the company and its 
security holders and no higher bid was 
received. Re Standard Gas & Electric 
Co. (File No. 70-1241, Release No. 
6557). 


z 


City’s Acquisition of Electric Plant Held 
Beyond Authority 


charter providing for the purchase of a 
utility and issuance of bonds therefor, 
the city’s action would be beyond its 
power. 

A state statute requiring that rev- 
enue bonds of a home rule city be offered 
at public sale before any other disposition 
be made of them was cited by the court 
as additional support for the city at- 
torney’s refusal to approve the city’s ac- 
tion. Hunt v. Fenlon, 21 NW2d 906, 


=e 
Sale of Preferred Stock above Par 


HE Union Electric Company of Mis- 

souri was permitted by the Securi- 
ties and Exchange Commission to issue 
new preferred stock for the purpose of 
effecting a redemption of a portion of its 
outstanding $5 preferred stock by the ex- 
change of shares of the new stock for 
shares of the old stock. The proposed 
issue contemplated competitive bidding, 
but the financing program as submitted 
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contemplated a price range for the new 
shares of between $106 and $109 per 
share. 

The commission said that normally it 
was of the opinion that senior securities, 
whether bonds or preferred stock, should 
be issued at an amount as close to par as 
practicable, and it had been the commis- 
sion practice to limit premiums to ap- 
proximately 2} points. The Securities 
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and Exchange Commission’s opinion 
continued : 


In the present case the company has repre- 
sented that, under its counsel’s interpretation 
of applicable state laws, as outlined above, 
it cannot consummate its program unless a 
sales price of between $106 and $109 is 
authorized for the new preferred. While 
we are not persuaded of the correctness of 
this interpretation of state law, under which 
cash paid by the security holder is considered 
as part of the consideration in connection 
with an exchange, but under which cash paid 
to the security holder by the company is ex- 


cluded in computing such consideration, we 
recognize that we cannot make a final de- 
termination interpreting the Missouri statute. 
Under the circumstances, we will permit the 
offering of these securities notwithstanding 
the high premium proposed. However, it 
should be understood that our general policy 
in future cases involving preferred stock 
issues, as it has been for some time in the 
case of debt security issues, will be to re- 
quire that the bidding papers specify a maxi- 
mum premium of 2% points. 


Re Union Electric Co. of Missouri (File 
No. 70-1259, Release No. 6594). 


7 


Other Important Rulings 


) y denying authority for aproposed sale 
of water utility property the Penn- 
sylvania commission held that evidence 
of value, which was limited to book cost 
and accrued depreciation per books, was 
insufficient to determine what would be 
a just and proper consideration for the 
sale. Re Johnstown Water Co. (A pplica- 
tion Docket No. 64408). 


A railroad company’s application for 
permission to discontinue an agency 
freight station, on the ground that its 
operation was unprofitable, was disap- 
proved by the Pennsylvania commission, 
which ruled that a service meeting pub- 
lic convenience and necessity should not 
be discontinued as soon as it becomes un- 
profitable, especially where it appears 
that in the near future it will be patron- 
ized to a greater extent. Re Reading Co. 
(Application Docket No. 65664). 


A situation, in which merchants froma 
city on the west side of a bridge were dis- 
criminated against in their efforts to serve 
islands reached by roads off the center of 
the bridge by the bridge company’s col- 
lection of tolls on the west side only, was 
rectified by the Florida commission, 
which ordered that toll stations be erected 
and operated at both ends of the bridge. 
Re Miami Bridge Co. Order No. 1416, 
Docket No. 1493. 


An order of the Ohio commission re- 
voking a motor carrier certificate of 
convenience and necessity was affirmed 
by the state supreme court, which con- 
sidered as sufficient grounds for the-rev- 
ocation order evidence that the carrier 
operated some of its vehicles without tax 
cards and some with cards fraudulently 
obtained from the commission. Lattavo 
Bros., Inc. v. Public Utilities Commis- 
sion, 65 NE2d 653. 


An application of a telephone com- 
pany for authority to increase rates was 
approved by the Wisconsin commission 
where the new rates, based on class and 
grade of service, tended to eliminate dis- 
crimination in favor of subscribers to 
more valuable service. Re Calumet 
Teleph. Co. (2-U-2120). 


In a proceeding before the Iowa com- 
mission in which many businessmen, 
shippers, and others, appearing in sup- 
port of an application for a certificate of 
convenience and necessity, voiced a de- 
mand for additional motor carrier serv- 
ice, it was stated that while due weight 
should be given to expressions of the 
public, the actual shipping and traveling 
needs and the effect of new authoriza- 
tions on existing agencies also should be 
considered. Re Haas (Docket No. H- 
3640). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, will be 
published in full or abstracted in Public Utilities Reports. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Consolidated Edison Company of 
New York, Incorporated 


Case 12137 
March 5, 1946 


ROCEEDING on motion of Commission as to reasonableness 
Py terms upon which electric company will purchase electric 
meters from those discontinuing the practice of submetering; 

revision of proposals directed. 


Service, § 297 — Acquisition of meters — Direct current type — Submeterers. 

1. An electric company having a large number of inactive direct current 
meters and changing its service generally to alternating current should not 
be required to purchase all direct current meters from submeterers who 
decide to discontinue the practice of submetering, even though the com- 
pany may have been originally responsible for the continuation of direct 
current service and the introduction and continuation of submetering, ex- 
cept that the company should acquire such meters where a submeterer ceases 
to operate and his customers are turned over to the company and direct 
current service is continued, p. 70. 


Service, § 297 — Acquisition of meters — Obsolete types — Submeterers. 
2. An electric company should not be required to acquire obsolete meters 
from unregulated submeterers who have deprived the central station com- 
pany of business, p. 70. 


Service, § 297 — Acquisition of direct current meters — Price. 
3. The price to be paid by an electric company for direct current meters 
should be determined not only upon the basis of the condition of the meters 
but of the obsolescence of direct current service and of the time when direct 
current service in the area would be eliminated, p. 70. 


Accounting, § 32 — Acquisition cost — Meters acquired from submeterers. 
4. An electric company acquiring meters from submeterers at prices dif- 
fering from original cost less depreciation cannot use such prices as the 


basis for determining what entries shall be made in property accounts, 
p. 72. 

Valuation, § 102 — Accrued depreciation — Meters acquired from submeterers. 
5. An electric company acquiring meters from submeterers should not, after 
determining depreciation by the straight-line method for the purpose of 
fixing acquisition price, ignore the straight-line method and revert to obso- 
lete ideas and practices in determining what return it is entitled to receive 
thereon, p. 73. 

Depreciation, § 31 — Group method — Electric meters. 

6. The use of a 30-year life for each and every type of electric meter is 
open to criticism although that life is used for Federal tax purposes, and in 
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a proceeding to determine the useful life of survivors the average life of 


all meters is not applicable, p. 73. 


Valuation, § 92 — Accrued depreciation of meters — Installation cost. 
7. Meter installation costs should be depreciated on the same basis that 
electric meters are depreciated, p. 74. 

Valuation, § 38 — Purchase price — Meters acquired by company. 
8. An electric company acquiring meters from submeterers at prices per- 
mitted by the Commission cannot thereby increase the rate base beyond the 
reasonable value of the property acquired and the expenses connected there- 
with, and any excess payment must come out of the surplus of the com- 
pany and not appear in operating expenses, p. 75. 


APPEARANCES: Philip Halpern, 
Counsel (by Frank C. Bowers, Assist- 
ant Counsel), for the Public Service 
Commission; Whitman, Ransom, 
Coulson & Goetz (by Jacob H. Goetz 
and Henry S. Reeder), New York 
city, Attorneys, for Consolidated Edi- 
son Company of New York, Inc. ; Eid- 
litz, French & Sullivan (by John G. 
Clancy), New York city, Attorneys, 
for Electric Meter Corporation ; Ralph 
P. Phillips, President, for United Ad- 
justment Company ; Leon A. Mnuchin, 
New York city, Attorney, for Owners 
and Tenants Electric Co., Inc.; S. 
Palmer, New York city, for Inter- 
boro Electric Light & Power Com- 
pany. 

MALTBIE, Chairman: This casé 
relates to the reasonableness of the 
terms upon which the Consolidated 
Edison Company will purchase electric 
meters from those who decide to dis- 
continue the practice of submetering, 
that is, discontinue the practice of pur- 
chasing electricity from the central 
station companies and of reselling to 
tenants. 

As landlords themselves in some 
cases perform all of the work connected 
with submetering (the provision and 
maintenance of the submeters, reading 
of meters, billing, and collecting) and 
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as other landlords sublet part or all 
of this business to companies or indi- 
viduals who make a practice of ar- 
ranging with the landlords to perform 
part or all of these services for which 
they receive specified compensation, 
the persons affected are not only the 
landlords but those engaged in the 
submetering business separately and 
apart from the owners of the property. 
Each of these classes has been fully 
represented at the hearings. 


History 


The purchase of electric meters and 
meter installations from submeterers 
who tire of the business apparently 
dates from 1915 when the New York 
Edison Company filed the following 
supplement to its rate schedule to be- 
come effective November 20, 1915: 
“Prices of Meters. 

“Prices at which the meters now in- 
stalled upon the premises of the con- 
sumer may be purchased by the cor- 
sumer with the understanding that, if 
subsequently submetering is no longer 
required, the meters so purchased, may 
be returned within a period of six 
months, from January 1, 1916, and if 
in acceptable condition, the ful 
amount paid for them will be refunded. 
[Here follows a schedule of prices].” 
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The United Electric Light and 
Power Company, another subsidiary 
of the Consolidated Gas Company and 
rendering alternating current electric 
service in Manhattan, filed a similar 
schedule effective November 22, 1915, 
but only for sale of meters. 


The significant fact about these 
schedules is that these two central 
station companies were willing to 
sell their meters which they had 
installed to those entering the sub- 
metering business; and at least one 
would buy them back within certain 
limitations as to time at the same pric- 
es at which they sold them, thus as- 
suming the depreciation which ac- 
crued from the date of sale to the date 
of repurchase. At that time, no other 
central station company in the city of 
New York was either selling meters 
to or purchasing them from submeter- 
ers. 


This situation in general continued 
from 1915 to 1932, during which time 
purchases were made from submeter- 
ers at prices fixed by the utility in its 
rate schedule or mutually agreed upon. 
In 1932, the two companies drew up 


the formal Purchase Arrangement 
No. 1 to buy meters and connected 
equipment from submeterers at speci- 
fied prices according to the various 
types. This was submitted to the 
Commission and on March 28, 1932, 
the Commission sent the following 
letter : 


“Mr. Frank W. Smith, President 
The New York Edison Company 
4 Irving Place, New York City 
“Dear Sir: 

“Your proposition to purchase some 
2,200 meters from the Electrical Sub- 
metering Association of New York, 


Inc., at hand. While the detailed 
figures may not be entirely in har- 
mony with the results which the Com- 
mission would obtain, upon the whole, 
there seems to be no reason why the 
Commission should disapprove the ac- 
quisition. The basis upon which 
these meters when acquired should be 
charged to capital account is a separate 
proposition upon which I do not now 
pass. When you have acquired these 
meters and have determined their con- 
dition and usefulness, we can then take 
up the matter. For the time being, 
the purchase should be carried in a 
suspense account. 


“Very sincerely, 
(signed) “Milo Maltbie 
“Chairman” 


One phase of this plan should be 
specially noted. The companies did 
not agree to purchase all types of 
meters but expressly stated that six 
types of transformers which were con- 
sidered obsolete would not be pur- 
chased. 


Under date of August 1, 1935 (by 
this time the New York Edison Com- 
pany had absorbed the United), a new 
arrangement was submitted to the 
Commission which made important 
changes in the terms upon which me- 
ters and their equipment would be 
purchased. This change was due in 
part to the requirement which had 
been placed in the rate schedules of 
the company prohibiting submetering 
in certain classes of service. The new 
arrangement divided meters into two 
classes, usable and nonusable. The 
former were meters which under the 
rules of the Commission could then 
be installed by the company and were 
“in good operating condition.” The 
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prices to be paid were said to be “ap- 
proximately 75 per cent of the 1932 
cost of AC meters and 50 per cent of 
the 1932 cost of pc meters.” The 
nonusable meters were those whick 
could not currently be installed (al- 
though some of them were actually 
in service) or were “in poor operating 
condition.” The prices to be paid for 
these meters were said to be “approxi- 
mately 50 per cent of the 1932 cost.” 
The company would purchase meters, 
current transformers, and cabinets in 
relation thereto subject to certain re- 
strictions. 

On October 17, 1935, a letter was 
written by the Commission to the New 
York Edison Company suggesting 
that the wording of the plan be clari- 
fied and that certain stipulations, 
grants, and listings be incorporated. 
These suggestions were in the main 
adopted and the plan revised. 

On October 24, 1935, the Commis- 
sion wrote a letter to the company con- 
taining the following: 

“The Commission has no serious 
criticisms of the plan as most recently 
presented but desires to be in the po- 
sition of passing upon any features 
regarding which complaint may prop- 
erly be made to us without having 
given its definite approval or disap- 
proval to any features in your pro- 
posal. 

“As to the method of entering such 
transfers in your accounts, the Com- 
mission is vitally interested and has 
certain definite ideas which it is pre- 
pared to discuss with your representa- 
tives. Until a plan has been deter- 
mined for the final disposition of all 
transactions, the Commission is of the 
opinion that they should be placed in 
suspense accounts on the asset side of 
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your balance sheet. I believe this is 
the practice which has been followed 
regarding all of the transactions which 
have heretofore taken place. 

“Will you please promptly indicate 
whether this plan meets with your 
approval ? 

“Very sincerely, 
“Milo R. Maltbie 
“Chairman” 


Purchases, 1935-45 


The results from August 1, 1935, to 
July 31, 1945, under the arrangement 
that is now in effect may be summar- 
ized as follows: 


Total number of units acquired 
by the company 


Usable units ac and pc 
Nonusable units ac and pc 


Total purchase price $462,381.85 


Charged to plant account—meters $534,968.58 


Charged to plant account—meter 


installations 128,208.35 


$663,176.93 


Credited to depreciation reserve .. $348,440.15 
Debited to surplus 143,674.33 
Debited to miscellaneous income 
deductions 
Debited to work in progress .... 
These figures may be interpret- 
ed as follows: 
The property acquired had 
original cost new of 
The accrued depreciation in that 
property was 


$314,736.78 
462,381.85 


Leaving a net value of 

But as the amount paid was 

it appears that the amount paid 
was in excess of the original 
cost less accrued depreciation to 
the extent of $147,645.07 
This amount was disposed of by 

the following charges: 

To surplus 

To miscellaneous income deduc- 
tions 


$143,674.33 


$147,645.07 
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These entries are in accordance with 
the principle enunciated by the Com- 
mission that while the Commission did 
not object im this case to a price being 
paid in excess of original cost less ac- 
crued depreciation, it could not permit 
the price so paid to be charged to prop- 
erty accounts and that whatever might 
be paid, the difference between the 
original cost less depreciation of the 
used and useful property acquired and 
the total price paid must be charged 
to accounts other than plant accounts, 
so that in determining in the future 
the amount upon which the company 
would be entitled to a return, only the 
original cost less depreciation would 
be included. 

The basic reason why the Commis- 
sion in this case allowed the company 
to pay in excess of original cost less 
accrued depreciation was that the 
company or its predecessors were re- 
sponsible for the introduction of sub- 
metering and that there was an obliga- 
tion, possibly not legal but certainly 
moral, which should be recognized 
when the submeterers who had been 
induced by the offers of the company 
to enter that field should, when they 
left it, be treated fairly, at least for a 
reasonable period, so that they would 
have ample time to adjust their busi- 
ness and to end a situation which the 
Commission as now constituted has 
found to be very questionable. 


Pending Proposal 


We now come to consider the new 
arrangement submitted to the Com- 
mission which is the principal sub- 
ject of consideration in the instant 
case, 

Under date of August 1, 1945, the 
Consolidated Edison Company ad- 


vised the Commission that it intended 
to terminate in the fall the existing ar- 
rangement as to the purchase of sub- 
meters, etc., and had adopted a new 
plan considerably at variance with 
that in effect. As numerous protests 
were filed, the Commission decided to 
hold a formal hearing and determine 
what action should be taken and 
whether the proposed plan was so un- 
just or unreasonable as to require a 
formal ruling and possibly an order. 
Hearings were held and ample oppor- 
tunity was afforded to the company 
to support the new plan and to the 
protestants to submit their objections 
and the reasons for any proposed 
changes. 

In the submeter purchase arrange- 
ment of 1945, the company proposes 
to purchase only used and useful ac 
watt-hour meters, and current trans- 
formers of specified types and capaci- 
ties in active use and installed in a 
manner conforming to present com- 
pany requirements. The company 
definitely stated that it would “not 
purchase useless meters or meters in- 
stalled improperly which necessitated 
relatively expensive revamping of 
meter installations by the company,” 
meters located in vacant premises or 
in sellers’ stock, demand meters and 
registers or any Dc meters. The offer 
was definitely limited to cases where 
submetering would be discontinued 
and the customers heretofore served 
by the submeterer would become cus- 
tomers of the Edison Company. For 
example, if the landlord decided to 
discontinue Edison service and install 
a new plant, the company would rec- 
ognize no obligation under its pro- 
posal to purchase the meters and equip- 
ment upon any terms. Under the 
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present arrangement, the company 
does not purchase meter pans, meter 
boards, or transformer cabinets and 
this practice would be continued. 

[1-3] The principal source of 
criticism of those who oppose the new 
plan is the refusal of the company to 
continue to purchase pc meters. They 
established that the company had in 
service on January 1, 1945, 308, 655 
pc watt-hour meters and that as of 
September 1, 1945, it had only 5,654 
pc meters of various capacities in 
stock. They asserted that as a con- 
sequence of changes in the rates 
affected in the merger case (Case 
11,639), a large number of pc 
consumers would be turned over to the 
company and that unless provision is 
made for acquiring these meters, the 
company would have an insufficient 
reserve to provide for replacements 
of Dc meters. 

The company maintains that it has 
a sufficient stock or will be able to pro- 
vide a sufficient stock for all replace- 
ments from the substitution of ac 
service for DC service on its own sys- 
tem and that in addition to the meters 
in stock, it had some 18,000 inactive 
DC meters on its system in the sum- 
mer of 1945. Further, the company 
argued that it recognized the obliga- 
tion of providing an adequate supply 
of pc meters when such meters are re- 
quired and that nothing which was be- 
ing done could possibly diminish or 
impair that obligation. 

There was a great deal of testimony 
regarding the question of what is ade- 
quate stock and whether the company 
would be able to supply all of the pc 
meters that will be required in the 
future. The practices of the subme- 


terers were described and they tried 
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to establish that the Edison Company 
had a smaller stock relatively than the 
submeterers had found necessary. 

It is admitted that Dc service is on 
the wane. Indeed, it has disappeared 
in many cities. Possibly in Manhat- 
tan, the company has not kept pace 
with the progress of the art. Nothing 
which the Commission does should in 
any way interfere with a change to ac 
service or afford an excuse for slow 
motion. The criticism of the sub- 
meterers does not appear to be sound 
and the Commission would not be jus- 
tified in requiring the company to pur- 
chase Dc meters, even considering the 
fact that the company was originally 
responsible for the continuation of pc 
service and the introduction and con- 
tinuation of submetering. 

The protestants also ask that the 
company be required to purchase all 
of the various types of AC meters it 
has been purchasing in the past even 
though they may be obsolete and the 
company may not under the rules of 
the Commission install them today. 
Apparently, the theory of the subme- 
terers is that they may live off the fat 
of the land in good times but that 
when the equipment which they must 
provide and maintain in order to carry 
on submetering business becomes ob- 
solete or of little or no value and they 
wish to go out of business, the Edison 
Company should stand ready to ac- 
quire whatever equipment they may 
wish to turn over. 

This theory does not appeal to us. 
The submeterers are not regulated by 
the Commission. Certain groups 
have succeeded repeatedly in prevent- 
ing the enactment of laws placing them 
under the same kind of regulation ap- 
plicable to central station companies. 
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Submeterers may install any sort of a 
meter; there are no inhibitions in any 
city ordinance or in the statutes which 
specify what meters may be used and 
what meters may not be used. If sub- 
meterers were required to meet the 
standards established by the Com- 
mission as applicable to central 
station service, their activities in 
certain directions would be greatly re- 
stricted and improved. There is no 
reason why the central station com- 
pany which has been deprived of busi- 
ness through the activities of the sub- 
meterers should stand ready to take 
obsolete equipment off their hands, 
particularly in view of the fact that 
through these many years there has 
been an opportunity of ridding them- 
selves of meters which were becoming 
obsolete. It is questionable whether 
the company has not continued its 
practice too long. In any event it 
does not seem reasonable (possibly 
the Commission has not the power ) to 
require the company to purchase obso- 
lete meters or obsolete property of any 
sort. 

There is possibly one modification 
of the above general statement. It is 
the case where a submeterer ceases to 
operate and his customers are turned 
over to the Edison Company and the 
service which has been rendered and 
will be continued is direct current serv- 
ice measured by a meter of a type 
which complies with the rules and 
regulations of the Commission and 
which could be set by the company if it 
were to install direct current service. 
In such a case, there would be no pur- 
chase of obsolete equipment except to 
the extent that all pc service might 


have an important element of obso- 
lescence in it; but if the Edison Com- 
pany were to continue DC service and 
it were to refuse to accept the meter 
which had been used by the submeter- 
er, it would be necessary for the com- 
pany to install a direct current meter. 
In such instances, it would seem to be 
wise and economical for the Edison 
Company to purchase the meter in 
place if it is in good operating condi- 
tion and would be continued if it were 
the company’s own meter. In the pro- 
posal, there is no provision for acqui- 
sition by the company in such a case 
and we believe that the arrangement 
should be amended to provide for ac- 
quisition at a reasonable price, such 
price to be determined not only upon 
the basis of the condition of the meter 
but of the obsolescence of DC service 
and of the time when Dc service in the 
area would be eliminated. 

In this connection, reference should 
be made to Exhibit 3 which shows 
that of the 48,949 units acquired from 
August 1, 1935, to July 31, 1945, 44,- 
464 or nearly 91 per cent were ac- 
quired between August 1, 1935, and 
September 30, 1938, and over three- 
fourths of the entire number were pur- 
chased in one year and five months 
from August 1, 1935, to the end of 
1936. Further, the number has de- 
creased to less than 500 units in each 
of the last three years. 


Purchase of Meters 


The prices to be paid by the Edison 
Company for Ac watt-hour meters are 
quite different from those now being 
paid under the present arrangement as 
shown by the following comparison: 
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Proposal of August 1, 1945 
50 


Arrangement No. 2 


15 50 15 
Ampere Ampere Ampere Ampere 
1. Single phase, 120 volt, 2 wire... $6.35 50 to $4.00 to $12.50 


2. Two element, 120 volt, 3 wire... $14.78 
3. Three element, 120 volt, 4 wire... $25.45 

The prices in Arrangement No. 2 
represent approximately 75 per cent 
of the 1932 cost of Ac meters. 

The prices of meters shown in the 
proposed arrangement were calculated 
on the following basis: 

1. The “cost of a present-day me- 
ter” was used as the starting point and 
was reduced by a percentage repre- 
senting the ratio of the average age 
to the assumed total life. 

2. A total life of thirty years for 
each and every type is assumed. 

3. The average age is taken as the 
difference between the midpoint of the 
period of manufacture and 1945. 

4. The cost of installation is esti- 
mated from the company’s records and 
added to the result of step 3. 

5. The difference in cost between 
a field test and a shop test of the meter 
is estimated from the company’s rec- 
ords and subtracted from the result 
of step 4. 

6. The cost thus obtained is round- 
ed out to the nearest half dollar. 

The record is not clear as to what 
is meant by the “cost of a present-day 
meter.” It might mean almost any- 
thing; it might be construed as being 
the present-day cost of a meter which 
would perform the same service as 
the meter to be purchased. This in- 
terpretation might introduce consid- 
erable speculation and dispute. The 
phrase might mean the cost of an iden- 
tical meter at present. In any event, 
it would seem that the phrase recog- 
nizes reproduction cost as a base point 
and not original cost. Apparently, 
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pt $8.50 

96 $11.00 to $17.00 $16.50 to $25.00 
$32.22 $20.50 to $31.00 $25.00 to $38.50 
the basis of this standard is the idea 
that the prices of second-hand meters 
in the market would bear some rela- 
tion to current prices of new meters 
and that as such prices went up and 
down, the prices of second-hand me- 
ters would go up and down. 

There is nothing in the record to 
indicate the difference between origi- 
nal cost new of the meters to be taken 
over and present-day cost and it is im- 
possible to determine what the dif- 
ference is in advance because no 
one yet knows definitely what meters 
are to be acquired by the Edison 
Company and these meters may 
have been installed at widely varying 
periods so that even an approximation 
cannot now be determined. 

[4] If the proposal is to be placed 
in operation, the Edison Company 
should clearly understand that the 
prices paid cannot be used as the basis 
for determining what the entries shall 
be in the property accounts of the com- 
pany. They were not so recognized 
under the old plan and will not be 
recognized under the new plan. 
The system of accounts defnitely 
provides upon what basis these 
meters are to be entered in the 
property accounts; and in accounting 
for the meters acquired heretofore, the 
entries in the property accounts were 
original cost, which was and can be 
determined -with reasonable accuracy 
when once the meters have been ac- 
quired. 

For sometime, the prices of meters 
have not fluctuated greatly and of 
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course the importance of the point 
now being made depends upon the 
amount of difference between prices 
current at any one time and prices 
when the meters were originally ac- 
quired. As long as such difference 
is small, the objection now being con- 
sidered to the proposed plan would not 
be great; but if we are about to enter 
upon a period of marked inflation, it 
may be that the use of reproduction 
cost as a basis for purchasing old me- 
ters at a future date would be so un- 
sound as to require a fundamental 
change in the plan. 

[5, 6] In computing the amount of 
depreciation to be deducted from the 
base cost (see items 2 and 3 above), 
the straight-line method was followed 
—a method which has been anathema 
to the Consolidated Edison Company 
in past years. Indeed, at one time, 


counsel for the company and a high 


executive tried to convince the Com- 
mission that depreciation should be 
ignored in determining value for any 
purpose and even insisted that the 
word should be dropped from engi- 
neering arid accounting vocabularies. 
The Consolidated Edison Company 
has not yet recovered from the period 
in which it followed and tried to in- 
duce others to follow this absurd no- 
tion. Progress is being made, as evi- 
denced by the adoption of the straight- 
line method in determining the prices 
which the company is to pay for elec- 
tric equipment purchased from others. 
We trust this precedent will not be 
forgotten when we come to a rate case 
and determine the amount upon which 
a company is entitled to a return. 
Certainly, the company cannot logical- 
ly argue in acquiring property from 
submeterers that it should follow one 


method of determining depreciation 
and then when it has acquired that 
property and is determining what re- 
turn it is entitled to receive thereon, 
it should ignore the straight-line 
method and revert to obsolete ideas 
and practices. 

Very little justification for using 
thirty years as the life of each and 
every type of meter can be found in 
the record. The company witness 
said that he thought it was the life 
used by the company for Federal tax 
purposes, presumably for determining 
the amount that should be deducted 
for accruing depreciation in determin- 
ing taxable income. 

If this is correct, the use of a 30- 
year life for each and every type is 
open to criticism, for in this proceed- 
ing we are not attempting to deter- 
mine what is the average life of all 
meters but the useful life of the sur- 
vivors which is quite different in a 
property of considerable age. All 
engineers having a familiarity with 
this subject recognize mortality dis- 
persion and appreciate that average 
life for the purpose of determining an 
annual depreciation allowance is often 
different from the determination of 
the total useful life for the surviving 
units. If an adjustment were to be 
made for this factor, it would mean 
that if thirty years were a correct esti- 
mate of the useful life of all meters, an 
age in excess of thirty years would be 
applicable to the meters to be dealt 
with under the pending proposal. 
This fact alone would mean that the 
amount deducted for accrued deprecia- 
tion in this case is too large. But of 
course total life is not the only factor 
and the method used in determining 
age must be considered before final 
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comment is made on the depreciation 
deducted. 

As it is not possible to determine 
in advance what meters will be ac- 
quired by the Edison Company, it is 
not possible to determine their actual 
age. It will be possible when the 
meters are acquired and information 
obtained from the meter plates. In 
the meantime, the company has fixed 
the age by taking the midpoint in the 
period of manufacture (half way be- 
tween the time when the manufacturer 
began to supply meters and when he 
ceased to supply them) and compar- 
ing it with 1945. 

The correctness of this plan is open 
to question. It involves an assump- 
tion that the summation of the differ- 
ences between the actual times of in- 
stallation before said midpoint and the 
midpoint for all meters installed is 
equal to the summation for those in- 
Other as- 


stalled after the midpoint. 
sumptions are that the period of in- 


stallation is coincidental with the 
period of manufacture and that the life 
of a meter begins on the day of its 
manufacture and not of its installation 
or use. 

There is no proof in the record to 
indicate that these assumptions repre- 
sent the facts. The company has not 
attempted to establish from its own 
experience that the period during 
which meters were installed coincides 
with the period of manufacture. Fur- 
ther, the distribution of purchases 
over the period has not been shown. 
Both of these matters are most im- 
portant in determining whether the as- 
sumptions conform to the company’s 
actual experience and statistically the 
probabilities are all against such con- 
formance. 
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[7] Although the company proper- 
ly deducts for depreciation in deter- 
mining the amount to be paid, for me- 
ters, it ignores depreciation in the case 
of meter installations, as step (4) adds 
to the figure obtained by applying 
steps (1) to (3) the average cost of 
installations new. 

The explanation offered by the wit- 
ness for the company did not involve 
any fundamental principle. Indeed, 
fundamentals were ignored, for the 
witness said that if they had applied 
the same depreciation to the meter in- 
stallation that they applied to the me- 
ter, they would have reduced the fig- 
ures submitted in the proposal from 
50 cents to $3, the former figure rep- 
resenting the meters set recently and 
the larger figure representing those 
installed many years ago. He added 
that to pay only 50 cents for a type 
O-A meter which apparently he 
thought would be the price if he de- 
preciated installation costs would be 
too low as such a meter would for “all 
intents and purposes [be a] good and 
useful meter.” 

When asked why he thought the 
price was too low, he said it was prin- 
cipally because “we would have to 
spend more money than that to install 
one of our meters—out-of-pocket 
money—and a meter which is in fact, 
so far as we are able to determine, a 
good meter, 50 cents for it installed 
is, just, in my judgment, low.” 

Obviously, this witness was not 
bothered by considerations of consist- 
ency. He depreciated the meter on 
the straight-line basis but refused to 
depreciate the installation. But when 
a meter is removed and another has 
to be installed, the company is put to 
additional expense; and if the price 
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is to be determined on the principle 
that a meter depreciates and such de- 
preciation is measured by the relation 
between the imminence of retirement 
and the total useful life, there is no 
reason why the installation should not 
be depreciated by the same standard 
and for the same reasons. The system 
of accounts which this company must 
follow provides for the depreciation 
of installation cost just as it provides 
for the depreciation of meter cost. If 
these questions are to be decided just 
because someone thinks the price is too 
low or too high, obviously no stand- 
ard is set except the whim of the per- 
son expressing the opinion; and one 
might aptly say that it is the total price 
that is to be tested. Doubtless the 


submeterers would freely express the 
opinion that all of the prices are “too 
low. 

Installation costs should be depre- 


” 


ciated on the same basis that the 
meters are to be depreciated. One 
represents a unit of property ; the other 
represents almost wholly the labor 
connected with making that unit avail- 
able for use in serving the public. 

The next step, the subtraction of the 
difference in cost between a field test 
and a shop test is introduced to reflect 
the fact that a test of the meter in the 
shop before it is installed costs less 
than a test of a meter installed on a 
consumer’s premises. The meters ac- 
quired are in place and the company 
for obvious reasons should test all of 
the meters acquired under the pro- 
posed plan when it purchases them in 
order to be sure that consumers are 
charged only for the electric energy 
they consume. 

The sixth step, the rounding off of 


prices thus obtained to the nearest half 
dollar should from a statistical point 
of view produce a fair result in a large 
number of cases. There is nothing in 
the record to indicate whether as a 
matter of fact this process in this case 
produces a result at variance with 
statistical average. 


Conclusions 


There is little doubt but that the 
correct basis upon which meters and 
any equipment to be acquired by the 
Edison Company should be in ac- 
cordance with the principles herein 
outlined and the facts applicable to 
each case as it arises. However, there 
are certain practical considerations 
which should be given some weight. 

The Edison Company and its prede- 
cessors are primarily responsible for 
the introduction, extension, and con- 
tinuation of submetering. The his- 
tory of this line of activity is recorded 
in the various cases relating to sub- 
metering and in the records of the 
Commission. 

The prices to be paid under the plan 
being considered could not be deter- 
mined without an investigation of the 
records of the submetering conipany 
and the determination of a number of 
elements not all of which could be 
easily ascertained. Submeterers would 
doubtless be reluctant to sign a con- 
tract without knowing the prices they 
would actually receive for the equip- 
ment taken over and the company 
might hesitate to make a detailed in- 
vestigation without knowing whether 
such an investigation would accom- 
plish anything. 

[8] The Commission has clearly 
stated that whatever the price paid, 
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the acquiring company cannot thereby 
increase the rate base beyond the rea- 
sonable value of the property acquired 
and the expenses connected therewith, 
and any excess payment must come 
out of the surplus of the company and 
not appear in operating expenses. 
Thus, to that extent the difference be- 
tween the value of the property which 
the Commission will allow the com- 
pany to place in its property accounts 
and the price paid must be charged to 
surplus and represents in a degree the 
price which the company pays because 


of a policy it voluntarily adopted and 
has continued. 

The company should, therefore, re- 
vise its proposal to meet the criticisms 
made herein, should file the revision 
with the Commission fixing a reason- 
able date in the future when it will be- 
come effective, and the Commission 
will then decide without further hear- 
ings whether the plan may become op- 
erative. In the meantime, the com- 
pany should continue the present plan 
which has been in effect for a number 
of years. 





FEDERAL POWER COMMISSION 


Re Oklahoma Gas & Electric Company 


Opinion No. 131, Docket No. IT-5976 
March 20, 1946 


a for exemption from accounting requirement that 
preferred stock call premium and expenses be charged off 


at time of redemption; 


amortization permitted. 


Accounting, § 21 — Redemption premium and expense — Amortization. 
Authority was granted to amortize preferred stock call premium and ex- 
penses over a period not to exceed five years, notwithstanding general dis- 
approval of such amortization, where surplus was inadequate for an im- 
mediate charge-off, amortization had been approved by state Commissions, 
and the Securities and Exchange Commission had permitted an application 
and declaration in respect to the issuance of new preferred stock at a lower 


dividend rate to become effective. 


Accounting, § 21 — Call premiums — Redemption of preferred stocks. 
Statement that the Uniform System of Accounts promulgated by the Fed- 
eral Power Commission provides that call premiums paid upon the re- 
demption of preferred stock must be charged to earned or capital surplus, 
with a limitation on the amount which can be charged to the latter account, 


p. 78. 


Security issues, § 5.1 — Call premium — Nature. 
Discussion of the nature of call premiums paid upon the redemption of 
preferred stock, analogous to the payment of a special or extra dividend 
at the time redemption i is made, p. 78. 
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Accounting, § 21 — Premium — Redemption of preferred stock. 
Statement that the proper accounting for call premiums paid upon the 
redemption of preferred stock is by a charge to surplus at the time of 


redemption, p. 79. 


Security issues, § 105 — Refunding at lower interest rate — Duty of management. 


Discussion of the duty of a company to refund preferred stock at a lower 
dividend rate and to take advantage of cheaper money whenever the op- 


portunity affords, p. 81. 


(SacHse, Commissioner, dissents.) 


* 


By the Commission: Oklahoma 
Gas and Electric Company, by a peti- 
tion filed March 8, 1946, seeks ex- 
emption from the provision of the 
Commission’s Uniform System of Ac- 
counts for Public Utilities and Li- 
censees which requires preferred stock 
call premium and expenses to be 
charged off at the time of redemption 
and, in lieu thereof, the company pro- 
poses to amortize the items in question 
over a period of nine years. 


Petitioner plans to redeem all of its 
7 per cent preferred stock, consisting 
of 146,478 shares of the par value of 


$100 per share. Such stock is re- 
deemable at $125 per share. Petition- 
er proposes to issue six shares of new 
4 per cent, $20 par value preferred 
stock for each share of old preferred, 
limited, however, to 112,500 old 
shares, and to redeem the balance of 
33,978 shares by the payment of $125 
per share in cash. The total premium, 
therefore, will be $3,099,450 as shown 
by the following computation : 
Increase in par value of preferred 

stock as a result of exchanges 


(112,500 shares X $20 per share) $2,250,000 
Cash (33,978 shares X $25 r 
849,450 


In addition, expenses estimated at 
$111,000 will be incurred, making the 


77 


total premium and other redemption 
costs $3,210,450. Petitioner seeks to 
avoid charging off the amounts at the 
time of the stock redemption. It asks 
the Commission to approve amortiza- 
tion thereof by charges to surplus over 
a period of nine years. 

The Oklahoma Corporation Com- 
mission and the Public Service Com- 
mission of Arkansas have approved 
the amortization in question. The Se- 
curities and Exchange Commission, 
by order of March 5, 1946, has per- 
mitted an application and declaration 
in respect to the security transaction to 
become effective, but in its opinion 
in the matter pointed out that the 
Federal Power Commission had ju- 
risdiction over the accounting entries 
and had not yet passed thereon. 

Jurisdiction 

Oklahoma Gas and Electric Com- 
pany has heretofore been held to be a 
“public utility” within the meaning of 
that term as used in the Federal Pow- 
er Act and subject to the jurisdiction 
of this Commission (see the Commis- 
sion’s order of February 20, 1945, 
Docket No. IT-—5931, and order of 
February 19, 1944), and in filing its 
application here under consideration, 
it does not question the Commission’s 
jurisdiction. In any event, it appears 
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from the company’s reports to this 
Commission that it owns and operates 
facilities, among others, for the trans- 
mission and sale at wholesale of elec- 
tric energy which is transmitted be- 
tween and among the states of Okla- 
homa and Arkansas, which facilities 
are in addition to and do not include 
facilities used for the generation of 
electric energy or facilities used in lo- 
cal distribution or only for the trans- 
mission of electric energy in intrastate 
commerce or facilities for the trans- 
mission of electric energy consumed 
wholly by the transmitter. Accord- 
ingly, it is a “public utility” subject 
to this Commission’s jurisdiction. It 
appears that the proposed issues of 
securities are subject to the require- 
ments of the Public Utility Holding 
Company Act of 1935 or of a rule, 
regulation, or order thereunder, and 
therefore exempt from the require- 
ments of § 204 of the Federal Power 
Act, 16 USCA § 824c, by the terms 
of § 318 of that act, 16 USCA § 825q. 
However, the accounting treatment 
of the call premium and expenses re- 
sulting from the proposed redemption 
of the outstanding preferred stock and 
issuance of new securities, is subject 
to the requirements of this Commis- 
sion’s Uniform System of Accounts 
and not exempt therefrom by § 318, 
inasmuch as the Securities and Ex- 
change Commission has prescribed no 
requirement with respect thereto by 
any rule, regulation, or order under 
the Public Utility Holding Company 
Act of 1935. 


Provisions of Uniform Systems 
of Accounts 


This Commission’s Uniform Sys- 
tem of Accounts for Public Utilities 
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and Licensees, like other uniform sys- 
tems of accounts? provides that call 
premiums paid upon the redemption 
of preferred stock must be charged to 
earned or capital surplus, with a lim- 
itation on the amount which can be 
charged to the latter account (Balance 
Sheet Accounts Instruction 5-E), 
There is no provision relating to the 
refunding of preferred stock, as there 
is in the case of the refunding of 
bonds, to the effect that the Commis- 
sion may authorize a different treat- 
ment than that set forth in its ac- 
counting rules upon proper applica- 
tion. 

Oklahoma Gas and Electric Com- 
pany, according to statements filed 
with its application, does not have a 
capital surplus. Accordingly, unless 
the Commission specifically waives 
or modifies pertinent requirements of 
its Uniform System of Accounts, 
there is no recourse but for the com- 
pany to charge the premium and ex- 
pense in question to its earned sur- 
plus account. This may cause a defi- 
cit which can be eliminated by the 
creation of a capital surplus through 
reduction in common stock or a con- 
tribution by the common stockholder. 


Call Premium a Special Distribution 


Call premiums paid upon the re 
demption of preferred stock are in the 
nature of special distributions. As 
stated by one accounting authority, 
the effect of paying a call premium “is 
similar to the payment of a special or 





1 Interstate Commerce Commission, Uni- 
form System of Accounts for Steam Rail- 
roads (1943) p. 207; Federal Communications 
Commission, Uniform System of Accounts for 
Class A and Class B Telephone Companies, 
p. 14; Securities and Exchange Commission, 
Uniform System of Accounts for Public Util- 
ity Holding Companies, p. 17. 
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extra dividend at the time redemption 
is made.” * 

Amounts paid to preferred stock- 
holders over and above that which 
has been paid into the corporation for 
the stock are distributions of undis- 
tributed earnings or distributions of 
capital. In other words, the payment 
of a call premium is a special distri- 
bution to a particular class of stock- 
holder. The proper accounting for 
such distribution is by a charge to 
surplus at the time of redemption,” 
just as any distribution of earnings 
is charged to the surplus account. 
(Inasmuch as the company does not 
have a capital surplus, the problem of 
distinguishing between earned and 
capital surplus is not present in this 
case. ) 

It would be anomalous indeed to 
fail to charge an ordinary dividend to 
the surplus account at the time of pay- 


ment. Upon analysis, it will be seen 
that it is just as anomalous not to 
charge the special distribution, call 
premium, to surplus at the time of the 


latter payment. Expressed another 
way, the deferring of a charge to sur- 
plus is just as improper in the case of 
a special distribution in the form of 
call premium as it is in the case of an 
ordinary cash or stock dividend. 

The applicant asks us to treat the 
special distribution, not as a charge 
against earnings or capital at the time 


of payment, but to treat it as a present 
distribution of future earnings. Thus, 
a distribution in praesenti is proposed 
to be accounted for as a distribution 
in futuro. Moreover, petitioner pro- 
poses to extend the amortization 
period over a long time in the future 
—nine years. Further, petitioner 
urges that this waiver of our rules and 
regulations be granted in haste, al- 
though petitioner has necessarily had 
the matter under consideration for a 
long time. Our accounting regula- 
tions are deemed sound and proper. 
A heavy burden falls upon him who 
seeks a special waiver or modification 
thereof. 

The spreading of premiums paid 
upon the call of preferred stock over 
a future period—the charging of fu- 
ture income as if the distribution were 
made therefrom—is not practiced out- 
side the public utility field. It is only 
in the case of regulated utilities that 
we find such unorthodox and unsound 
practices relative to call premiums. 
The reason for this condition is not 
hard to find. Management, particu- 
larly accounting officers, would not, 
of their own volition, do such violence 
to principles of accounting; they in- 
dulge in such practices only when they 
can transfer responsibility to regula- 
tory Commissions. Furthermore, in 
the utility field, the unsoundness of 
such proposals is generally recognized, 





2 Roy B. Kester, Advanced Accounting, 3rd 
ed. p. 473. See also SEC Accounting Series 
release No. 45; American Accounting Asso- 
ciation, Accounting Principles Underlying 
Corporate Financial Staten.ents, p. 3; Eric L. 
Kohler, Contemporary Accounting, Chap 4, 
p. 7; Paton and Littleton, An Introduction 
to Corporate Accounting Standards, p. 115; 
Marple, Capital Surplus and Corporate Net 
Worth, p. 83; Robert H. Montgomery, Audit- 
ing Theory and Practice, 6th ed. p. 370. 

8 American Accounting Association, Ac- 


counting Principles Underlying Corporate 


Financial Statements; Eric L. Kohler, Con- 
temporary Accounting, Chap 4, p. 7; Wm. 
H. Bell, Accountants’ Reports, 3rd ed. p. 136; 
Sunley and Carter, Corporation Accounting, 
p. 82; M. B. Daniels, Financial Statements, 
p. 202; Robert H. Montgomery, Auditing 
Theory and Practice, 6th ed. p. 370; Bell and 
Johns, Auditing (1941), p. 344; Paton and 
Littleton, An Introduction to Corporate 
Standards in Accounting, p. 115; Frank P. 
Smith, Journal of Accountancy, August 1941, 
. 133; Roy B. Kester, Advanced Account- 
ing, 3rd ed. p. 473 
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as evidenced by the fact that the prac- 
tice is not now widespread. The in- 
stant case is illustrative of the un- 
sound results of such amortization. 


Financial Position of Oklahoma Gas 
and Electric Company 


The financial position of Oklahoma 
Gas and Electric Company is not out- 
standing. In fact, the company needs 
attention if its position is to meet the 
test of present-day standards. The 
company’s earned surplus after charg- 
ing thereto about $1,600,000 of affiliat- 
ed profits improperly included in its 
plant accounts‘ will amount to ap- 
proximately $900,000. 

The common stock of the company 
is stated at $15,000,000. On the as- 
set side of its balance sheet the com- 
pany, if the instant proposal is ap- 
proved, will include such items as the 
following : 

Discount and expense applicable 

to bonds redeemed in the past5 .. $3,650,000 
Cost of redeeming 7% preferred 

stock 3,210,450 
Plant cost in excess of original cost 4,086,175 

In addition, the company’s depre- 
ciation reserve (the company calls 
the account a “retirement reserve’) 
was only 11.7 per cent of the original 
cost of plant in service as of the end 
of October, 1945. This may be com- 
pared with an average for the country 
as a whole of approximately 20 per 


cent. On this basis, the reserve de. 
ficiency would exceed $5,000,000' 
Accordingly, the equity of the com- 
mon stockholder, balance-sheet-wise, 
is not impressive. 

Oklahoma Gas and Electric Com- 
pany is a member of the Standard Gas 
& Electric holding company system. 
The company seems perfectly willing 
to mortgage the future for a present 
temporary benefit to its common 
stockholder, the holding company, 
which is apparently proposing to dis- 
pose of its interests in the company. 
The short-term temporary benefit will 
be more than offset by the long-time 
detriment to the ultimate common 
stockholders of the company if this 
policy is continued. 


Effect of Proposal on Company 


The effects of the proposal on the 
company are twofold. First, the com- 
pany will carry on the asset side of its 
balance sheet an item which is neither 
a true asset nor a true deferred charge, 
but, rather, a mislabeled surplus 
debit. Accordingly, the capital of the 
company will be overstated as long as 
the item in question remains on the 
balance sheet. 

Secondly, the company, in order to 
be successful, must earn a sufficient 
amount to service its outstanding se- 
curities and, in addition, to provide 





4The company agreed to eliminate this 
amount from its plant accounts in accordance 
with a decision of the United States circuit 
court of appeals for the ninth circuit, in a 
case involving an affiliate, California Oregon 
Power Co. v. Federal Power Commission 
(1945) 60 PUR(NS) 189, 150 F2d 25. 

5 Some of these amounts resent “third 
generation” items which go back many years. 

6 Prior to adoption of the Commission’s 
Uniform System of Accounts for Public Utili- 
ties and Licensees, electric utilities generally 
followed the retirement reserve method of ac- 
counting for the consumption of investment 
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in plant. That system requires depreciation 
accounting. Great progress has made 
in depreciation accounting since the effective 
date thereof, January 1, 1937. Thus, at the 
end of 1937 the relation of the reserve for 
depreciation to plant was 10.8 per cent, 
whereas at the end of 1944 it was 19.1 per 
cent, for the electric utility industry as a 
whole. (See “The Financial Record of Elec- 
tric Utility Industry, 1937-1944,” blished 
by this Commission.) Unfortunately, Okla- 
homa Gas and Electric Company is not in 
step with this progress. 
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for amortizing a substantial item 
which relates not to current business 
matters but to the past. In other 
words instead of recognizing the fact 
that the 7 per cent preferred stock has 
been retired, the company plan, in 
substance, artificially keeps the 7 per 
cent rate in effect for a period of nine 
years after the stock has been re- 
deemed. Such a rate is completely 
out of line with current money costs. 


Effect on Security Holders 


The effect of the proposal on secu- 
rity holders as a whole, over the 9-year 
period, may likewise be adverse. The 
amount of income available to secu- 
rity holders will be less by reason of 
amortization of the delayed charge. 
Furthermore, if the earnings should 
decline to the point where preferred 
dividends would not be paid, then the 
preferred stockholders will be com- 
pelled to bear a part of the cost of 
redeeming the old preferred stock. 
This, of course, would be an unin- 
tended injury. The carrying forward 
to the future of a charge which re- 
lates to the past may be of a temporary 
advantage to a common stockholder 
who wants to sell, but obviously it 
cannot be of advantage to future 
stockholders, common or preferred. 


Effect on Consumers 


The effect of the proposal on con- 


sumers is not wholesome. True 
enough the amortization of the de- 
layed charge, as well as the delayed 
charge relating to refunded bonds, is 
not an operating expense; neverthe- 
less, if the credit of the company is to 
be such that it can attract capital on 
reasonable terms, and thus perform its 
public service properly, the revenues 


[6] 


collected from consumers must be suf- 
ficient to provide for servicing the 
outstanding securities and, in addi- 
tion, to absorb the amortization 
charge. If the rates are not sufficient 
to cover the amortization charge, the 
financial position of the company will 
be impaired. It is common knowledge 
that when a utility is not in a good 
financial condition, service is inclined 
to suffer and proper rate adjustments 
are resisted. Accordingly, directly or 
indirectly, the consumer will be af- 
fected. 


Refusal to Refund 


It has been intimated that if the 
amortization proposal is not approved 
the company may not refund its 7 per 
cent preferred stock. In view of the 
present financial market, a refusal to 
refund the 7 per cent preferred stock 
could only be regarded as negligence 
on the part of management. The 
company has a definite obligation to 
take advantage of the cheaper money 
that has been available for a consider- 
able period of time. If it refuses to 
do so, then all the powers of appro- 
priate regulatory Commissions should 
be brought to bear to rectify the 
neglectful inertia. A competitive en- 
terprise must seek in every legitimate 
way to cut its costs and to operate 
economically. One of the costs of 
doing business is the cost of money. 
Prudent management will take ad- 
vantage of cheaper money whenever 
the opportunity affords. The public 
is entitled to the same efficient and 
economical management—including 
financial management—from public 
utilities which render essential public 
services as obtains in competitive 
fields. 
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Rate Reduction 


It is understood that Oklahoma Gas 
and Electric Company has a rate re- 
duction under consideration. There 
is no justification for a contention 
that such reduction in rates is con- 
tingent on approval of the proposed 
amortization. As stated previously, 
the management of the company has a 
definite obligation to take advantage 
of the cheaper money which has been 
available for a considerable period of 
time. In fact the company’s refund- 
ing operation is long overdue. A re- 
view of reports filed by the company 
indicates that in line with the recent 
decision of the Oklahoma Corporation 
Commission in a case involving Pub- 
lic Service Company of Oklahoma a 
substantial rate reduction is in order. 
Regulatory Commissions are not 
without the powers to require proper 
adjustment. In this connection the 
Federal Power Commission has juris- 
diction over certain interstate rates of 
the company. If the state Commis- 
sions of Oklahoma and Arkansas feel 
that the only way of obtaining just 
and reasonable rates is by a formal 
over-all rate proceeding, this Commis- 
sion will be glad to codperate in such 
a rate investigation. 


Conclusion 


The application to this Commission 
in the instant proceeding was not 
made until public announcement of 
the opinion of the Securities and Ex- 
change Commission permitting the 
application and declaration in respect 
to the security transaction to become 


effective. We do not feel that the 
company can be excused because it 
might have been advised by others 
that this Commission did not have ju- 
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risdiction over its accounting, par- 
ticularly in view of past applications 
of the company on which this Com- 
mission has acted in respect to the 
accounting matters. Under the cir- 
cumstances, however, we are reluctant 
to take action, the result of which 
would require the company to start a 
new program for refunding its 7 per 
cent preferred stock. On the other 
hand, we are unable to sanction the 
proposed 9-year amortization plant. 

On a few occasions in the past we 
have waived our rules to permit 
amortization of such call premiums 
over a short period of time, but never 
to exceed five years. Accordingly, we 
will authorize the amortization of the 
items in question over a period not to 
exceed five years with the privilege 
of petitioner to accelerate the charge 
should it desire to do so. In taking 
this action, which is clearly within the 
scope of our responsibility, we feel 
that, under the circumstances here 
present, a practical solution of a prob- 
lem involving the interests of the com- 
pany, its security holders, and custom- 
ers is afforded. 

An appropriate order will be en- 
tered in accordance with this opinion. 


SACHSE, Commissioner, dissenting: 
I dissent from the action of my col- 
leagues authorizing amortization of 
preferred stock call premiums over a 
period of five years in the future. Ap- 
plicant’s petition seeking exemption 
from the provision of the Commis- 
sion’s Uniform System of Accounts, 
which requires such premiums to be 
charged off at the time of the stock 
redemption, should be denied. 

My reasons for this conclusion are 
found, in part, in the forceful state- 
ment of the majority opinion pointing 
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out the undeniable fact that the 
amount of the call premium which the 
company seeks to record on the asset 
side of its balance sheet in Account 
146, Other Deferred Debits, and to 
“amortize” over a period of nine 
years, is not an asset at all but is treat- 
ed as a distribution to present pre- 
ferred stockholders of unrealized and 
merely anticipated future earnings. 
The majority’s conclusion, that the 
amount may now be recorded as a 
present asset if amortized over a 
period of five years, seems to me a 
plain non sequitur. 

The majority opinion also shows 
clearly the detrimental effect of appli- 
cant’s proposal on the long-range 
financial condition of the company, on 
the interests of its security holders, 
and the interests of the consumers. 
The majority refuses to authorize the 
9-year amortization period proposed 
by applicant and, instead, compro- 
mises on a 5-year period. In my view, 
the compromise is not based on sound 
accounting principles and is in con- 
flict with our system of accounts. 
Nor is the majority decision com- 
pelled by the facts in the record before 
us. 

This case is of broad importance. 
Utility accounts are presumed to 
record and disclose the facts. Here the 
majority authorizes a utility to adopt 
a practice which does not state the 
facts. The payment of the stock premi- 
um in question, as shown conclusive- 
ly in the majority opinion, is a pay- 
ment from surplus or from capital. 
Instead of requiring applicant to show 
this fact in accordance with our man- 
datory uniform accounting system, 
the majority permits the amount of 
the premium to be shown as a de- 


ferred charge and thereby permits sur- 
plus and capital to be carried in fic- 
titious amounts and as if they were 
not impaired by the payment in ques- 
tion. Thus, the financial statements 
of this utility for the next 5-year 
period will, because of authority 
granted by this Commission, be mis- 
leading and the capital will be over- 
stated. Other undesirable conse- 
quences will develop as indicated in 
the majority opinion. 

Section 305(a) of the Federal 
Power Act, 16 USCA § 825d(a), 
provides that it shall be unlawful for 
any officer or director of any public 
utility to participate in the making or 
paying of any dividends of such public 
utility from any funds properly includ- 
ed in capital account. It seems to me 
that as long as the deferred charge 
exceeds the amount of earned surplus, 
the payment of dividends by the com- 
pany will violate the foregoing pro- 
vision. 

I doubt the Commission’s legal 
power to condone or authorize viola- 
tions of the prohibition of this section 
of the act and question the legality of 
the purported authorization of an ac- 
counting procedure which is pro- 
hibited by the applicable provisions of 
the Uniform System of Accounts, in 
the absence of any provision (such as 
is contained in Balance Sheet Ac- 
counts Instruction 6-E) for such a dis- 
position. 

Whatever the answer to these legal 
questions may be, I am_ persuaded 
that where, as here, the only claimed 
basis of the purported authorization 
is the hardship which would be at- 
tendant upon adherence to the applica- 
ble requirements of the Commission’s 
prescribed System of Accounts, a 
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hardship arising solely because of ap- 
plicant’s deliberate proposal to violate 
those requirements and its open-eyed 
prosecution of that proposal to the 
very last moment before making ap- 
plication to this Commission—that in 
this type of case the only solution 
which can in the long run serve the 
public interest and carry out the pur- 
pose of Congress is to adhere to the 
sound principles reflected in Balance 
Sheet Accounts Instruction 5-E as 
written in the Uniform System of Ac- 
counts. The Commission, in a few 
prior cases, has authorized such pre- 
miums to be charged to anticipated 
future earnings and it has been criti- 
cized for so doing.’ The reasons 
advanced by applicant in support of 
the present petition are not convinc- 
ing. The suggestion that an advan- 
tageous and necessary refinancing 
operation may not be carried through 
unless unsound and misleading ac- 
counting practices are authorized by 
this Commission appears devoid of 
merit and somewhat preposterous. 
Any intimation of a rate reduction be- 
ing dependent upon our acquiescence 
to applicant’s proposal, should of 
course, carry no weight. The fixing 
of just and reasonable rates by state 
and Federal regulatory authority rests 
upon well-established principles fully 
in accord with proper accounting. 
No apprehension need be entertained 
that these Commissions will fail to 
take adequate action if rate reductions 
are in order. 

Applicant’s real purpose for its 9- 
year stock premium amortization pro- 
posal is found, I think, in its program 


to maintain common stock dividends 
at a rate of not less than $1.33 per 
share on all such stock presently out- 
standing and to be issued, without any 
diminution of the amount of such 
stock or surplus by reason of payment 
of the premiums described. The 
market value of that stock, including 
the 750,000 shares owned by Stand- 
ard Gas and Electric Company, ap- 
plicant’s holding company, may be 
dependent in large measure upon the 
amount of the stock and the prospects 
of payment of that dividend. Compli- 
ance with the uniform accounting 
requirements pertaining to disposition 
of the preferred stock premium would 
affect the book equity of the common 
stock and perhaps temporarily its 
market value. That circumstance, 
while undoubtedly of moment to the 
present owners of the common stock, 
cannot be controlling of our decision 
in this case. 


ORDER 


Upon consideration of the applica- 
tion filed March 8, 1946, by Okla- 
homa Gas and Electric Company 
(hereinafter the “company”) for ex- 
emption from the provisions of Bal- 
ance Sheet Accounts Instruction 5-E 
of the Commission’s Uniform System 
of Accounts, with respect to the 
charges proposed to be made against 
Account 146, Other Deferred Debits, 
representing the redemption premium 
and expense associated with the re- 
tirement of its 7 per cent cumulative 
preferred stock and the expense in- 
cident to the issuance of a new 4 per 
cent cumulative preferred stock, issu- 
ance of additional shares of its com- 





1Eric L. Kohler, “Development of Ac- 
counting for Regulatory Purposes by the Fed- 
eral Power Commission,” The George Wash- 
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ington Law Review, Federal Power Com- 
mission Issue, December 
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172, 173. _? 
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mon stock and the issuance of serial 
notes together with the retirement of 
its outstanding serial notes, such 
charges being estimated to aggregate 
$3,210,450, which the company pro- 
poses to amortize by nine equal annual 
charges to surplus, approximating 
$357,000 each; the Commission hav- 
ing on this date made and entered 
its findings and Opinion No. 131, 
which is hereby referred to and made 
a part hereof by reference ; and 

It appearing to the Commission 
that: 

Good cause has been shown for 
granting an exemption from the pro- 
visions of the Uniform System of Ac- 
counts Prescribed for Public Utili- 
ties and Licensees, as hereinafter or- 
dered ; 

The Commission orders that: 

(A) Permission is hereby granted 
the company to record in Account 151, 
Capital Stock Expense, the actual 
amounts, estimated to aggregate $3,- 
210,450, and to amortize such actual 
amounts by equal annual charges to 
Account 414, Miscellaneous Debits to 


Surplus, over a period of not to ex- 
ceed five years, beginning with the 
date of redemption of said 7 per cent 
cumulative preferred stock; provided, 
however, that the company may ac- 
celerate such amortization if it shall 
desire so to do; and exemption 
from the requirements of Balance 
Sheet Accounts Instruction 5-E be 
and it hereby is granted to that 
extent. 

(B) The permission granted here- 
in is for accounting purposes only and 
shall not be construed as any deter- 
mination with respect to the reason- 
ableness of such amortization charges 
should an issue arise in any proceed- 
ings affecting rates, charges, prac- 
tices, rules, regulations, or tariffs of 
the company. 

(C) The provisions of this order 
are not to be construed as dispensing 
with the necessity of full compliance 
with the requirements of the Public 
Utility Holding Company Act of 1935 
and the rules, regulations, and orders 
issued by the Securities and Exchange 
Commission. 
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Edgar Brothers Company 


Atlanta Gas Light Company 


File No. 19367-1, Docket No. 7857-A 
April 3, 1946 


OMPLAINT against proposed industrial village gas rates; 
* complaint sustained and wholesale rates established. 


Rates, § 144 — Cost of service — Gas for industrial villages. 
1. A rate for gas used in villages owned or provided by industrial plants 
in connection with their operation, where all such gas service is provided 
through a single meter installation, should be sufficient to avoid a loss on 


this class of business, p. 87. 


Discrimination, § 61 — Rates to large consumers — Gas supply to industrial vil- 


lages. 


2. The question of discrimination because of a lower rate for gas used in 
villages owned or provided by industrial plants, through a single meter 
installation, is somewhat remote when the rate does not apply to ultimate 
consumers and resale to ultimate consumers is prohibited, this being a 
wholesale transaction and none of the facilities beyond the individual meter 
installation being owned or maintained by the gas company, p. 87. 


Service, § 169 — Prohibition against resale — Gas supply in industrial villages. 


3. A provision that gas sold for use in industrial village houses, where all 
gas is provi’ed through a single meter installation, shall not be resold by 


the purchaser is reasonable, p. 88. 


Rates, § 384 — Gas — Wholesale supply to industrial villages. 
4. A wholesale rate should be prescribed for gas sold through a single 
meter installation, in substantial volume, for use in villages owned or pro- 
vided by industrial plants, where the utility company does not own, main- 
tain, or operate any facilities beyond the meter installation, p. 88. 


By the Commission: On July 30, 
1945, the Atlanta Gas Light Company 
filed a new rate with the Commission 
to be known as the “Industrial Village 
Rate” N-8, and to be applicable to gas 
used in villages owned or provided by 
industrial plants in connection with 
their operation where all such gas 
service is provided through a single 
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meter installation. Subsequent there- 
to the effective date of this rate 
was suspended on complaint of 
Edgar Brothers Company, McIntyre 
Georgia. After considerable corre- 
spondence with reference to this new 
rate and at the request of complainant, 
the matter was assigned for hearing 
on January 16, 1946, when it came on 





EDGAR BROTHERS CO. v. ATLANTA GAS LIGHT CO. 


to be heard. A. O. B. Sparks, Coun- 
sel, and C. D. Frobes, Production 
Manager, appeared on behalf of Ed- 
gar Brothers Company, and R G. Ta- 
ber, President, and Raymond Broach, 
Division Manager, appeared on behalf 
of Atlanta Gas Light Company. 


First 
Next 


“ 


2,600 
Next 17,000 
Over 20,000 

The complaint of Edgar Brothers 
Company deals with the change in rate 
charged for gas used in company 
houses. Up to the present time this 
gas has been sold on the industrial rate 
along with other gas used by Edgar 
Brothers Company for industrial pur- 
poses the total charges for gas averag- 
ing between 21 cents and 22 cents per 
thousand cubic feet and Edgar Broth- 
ers has resold gas used in the company 
houses at 25 cents per thousand cubic 
feet to their employees. Under the 
proposed rate filed with the Commis- 
sion, the average cost of gas used in 
Edgar Brothers Company houses 
would be about 71 cents per thousand 
cubic feet and it is against this sub- 
stantial increase in cost of gas that 
complaint is made. 

The Atlanta Gas Light Company 
pointed out that the tenth amendatory 
agreement to their contract with the 
Southern National Gas Company for 
purchase of natural gas stipulates that 
all residential gas purchased by the 
Atlanta Gas Light Company shall be 
paid for at the rate of 30 cents per 
thousand cubic feet, and all gas used 
in industrial villages is classified as 
residential gas under the definitions 
contained in this amendatory agree- 
ment. Prior to the revision in the 
gas purchase contract, gas used in in- 


“ per month, per unit 
* per month, per unit 


“ 


“ 


per month, per unit 


400 cu. ft. or less per month per unit 


87 


Rate Schedule “N-8” as filed with 
the Commission by the Atlanta Gas 
Light Company, would establish the 
following charges for gas service based 
on the number of living units or resi- 
dences served : 


Net 

$.50 

9.0¢ per C cu. ft. 

60¢se “* * 

4.0¢ per “ “ 
dustrial villages was purchased and 
sold by the Atlanta Gas Light Com- 
pany as industrial gas. The gas com- 
pany contended that it is necessary to 
establish a new industrial village rate 
for this class of service as a result of 
the amendment to their purchase con- 
tract in order to provide a rate which 
would permit the sale of gas at a rea- 
sonable profit rather than at less than 
the cost of gas to the company. The 
gas company further contended that it 
should sell village gas at a rate com- 
parable to its own residential rate and 
the “N-8” rate was designed for this 
purpose. However, this rate provides 
that none of the gas sold thereunder to 
an industrial plant is to be resold to 
the ultimate consumer. 

[1,2] The Atlanta Gas Light 
Company’s arguments are based on 
two points, one the fact that an actual 
out-of-pocket loss is sustained on all 
gas sold for use in industrial village 
houses, and the other that discrimina- 
tion should be prevented by establish- 
ing substantially the same rate as is 
applied to retail domestic consumers 
served by the company. 

There is good reason to provide a 
rate which will not cause a loss on this 
class of business, but the question of 
discrimination is somewhat remote, 
inasmuch as the rate does not apply to 
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ultimate consumers and resale to ulti- 
mate consumers is prohibited there- 
under. As a matter of fact, the sale 
of gas through a single meter installa- 
tion for distribution to ultimate con- 
sumers is a wholesale transaction and 
should command a rate which is lower 
than the established rate for retail 
service, especially since none of the 
facilities beyond the individual meter 
installation are owned or maintained 
by the gas company. 

[3] The resale of village gas to 
employees or residents of company 
houses by an industrial concern would 
undoubtedly place such industrial con- 
cerns under the jurisdiction of this 
Commission as a gas public utility, 
subject to the rules and regulations of 
the Commission and to the system of 
accounts prescribed for gas utilities. 
The manner in which the gas is re- 
sold is immaterial. It cannot be re- 
sold in any manner without making 
the seller a public utility under the 
jurisdiction of this Commission. A 
sale by a charge per thousand feet for 
the gas is prohibited and equally is 
there prohibited a sale where the total 
cost of the gas is divided among the 
number of customers served and added 
to their rent or otherwise charged to 
them. It is not believed that Edgar 
Brothers Company nor other in- 
dustrial concerns whose principal 
business is of a nonutility character 
wish to subject themeselves to the 
jurisdiction of the Commission, nor 
would such concerns be capable of 
providing service comparable with 
that rendered by qualified public 
utility companies. Regulation by 
the Commission would obviously 
require either keeping separate ac- 
counting records on revenues, expens- 
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es, and investment related to provid- 
ing gas service or some method of 
segregation, or allocation applied to 
the principle accounting records of 
the company, neither of which is en- 
tirely satisfactory from the regulatory 
viewpoint. For these reasons the pro- 
vision that gas sold for use in indus- 
trial village houses shall not be resold 
by the purchaser does not appear un- 
reasonable. 

[4] Inasmuch as gas sold through 
a single meter installation in substan- 
tial volume is wholesale in character 
and since the Atlanta Gas Light Com- 
pany does not own, maintain nor op- 
erate any facilities beyond such meter 
installation, it appears that a wholesale 
rate should be prescribed. The gas in 
question costs the Atlanta Gas Light 
Company 30 cents per thousand cubic 
feet, under the tenth amendatory 
agreement recently made effective. 
Under the gas purchase contract, the 
Atlanta Gas Light Company pays 30 
cents per thousand cubic feet for all 
industrial gas which it sells for 50 
cents per thousand cubic feet and since 
industrial village gas also costs the 
Atlanta Gas Light Company 30 cents 
per thousand cubic feet, it follows that 
the proper rate to be charged by the 
Atlanta Gas Light Company should be 
50 cents per thousand cubic feet for all 
gas used in industrial villages with 
the provision that none of the gas 
sold under this rate shall be resold 
for any purpose. Wherefore, it 
is, 

Ordered that the maximum charge 
for gas service under Industrial Vil- 
lage Rate Schedule “N-8” of the At- 
lanta Gas Light Company shall be 5.1 
cents gross and 5.0 cents net per 
hundred cubic feet. 
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Ordered further that the net rate 
stated above shall apply on all bills 
which are paid in full within ten days 
from date rendered, the gross rate to 
be applied thereafter. 

Ordered further that gas sold by the 
Atlanta Gas Light Company under 
Industrial Village Rate “N-8” shall 
not be resold by the purchaser thereof 
in any manner, and further that the 
Atlanta Gas Light Company be au- 
thorized to discontinue service after 
proper notice to the customer when it 


is determined that gas is being resold 
in violation of this provision of the 
rate schedule in the event purchaser 
does not discontinue such resale after 
such notice. 

Ordered further that Rate Schedule 
“N-8” as herein revised be made effec- 
tive on meter readings made on and 
after April 15, 1946, and that the At- 
lanta Gas Light Company shall file 
with the Commission a copy of this 
rate schedule in conformity with the 
terms of this order. 
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Re Mississippi River Fuel Corporation et al. 


Opinion No. 126, Docket No. G—462 
November 9, 1945; rehearing denied January 4, 1946 


NVESTIGATION of reasonableness of wholesale natural gas 
I rates; rate reduction ordered. Rehearing denied January 
4, 1946. 


Return, § 11 — Basis — Actual legitimate cost — Adjustments. 
1. The rate base of an interstate natural gas company was held to be the 
actual legitimate cost of the property, less accrued depreciation, plus a rea- 
sonable allowance for working capital, p. 93. 


Depreciation, § 66 — Natural gas company — Straight-line basis. 
2. A rate of 34 per cent was used on a straight-line basis for computing 


the annual depreciation of an interstate natural gas company’s property, 
p. 93. 


Valuation, § 102 — Accrued depreciation — Natural gas company — Straight-line 
basis. 
3. Accrued depreciation of an interstate natural gas company’s property 
was computed at the rate of 34 per cent on a straight-line basis, p. 93. 


Valuation, § 313 — Working capital allowance — Natural gas company. 
4. A cash working capital allowance, computed on the basis of a period 
of forty-five days’ lag between the actual receipt of revenues and the pay- 
ment of related expenses, was deemed liberal for an interstate wholesale 
natural gas company, p. 93. 
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Valuation, § 290 — Working capital allowance — Natural gas company — Emer- 
gency breakage and flood damage. 

5. The working capital allowance for an interstate wholesale natural gas 
company should not include an amount covering emergency breaks and 
flood damage to the company’s pipe line, when a part of such cost, repre- 
senting repairs, is contained in the expenses upon which the allowance for 
working capital is based, part of the cost of past line breaks (representing 
improvements which were capitalized) is included in the rate base, and 
materials kept on hand for such purposes are included in the materials 
and supplies allowance for working capital, p. 93. 

Revenues, § 2 — Future estimates — Test year — Natural gas company. 
6. Operating revenues for the preceding year were held to be the best 
available guide for fixing future rates of an interstate natural gas com- 
pany, p. 94. 

Expenses, § 9 — Future estimates — Test year. 
7. Operating expenses for the preceding year were held to be the best 
available guide for fixing future rates of an interstate natural gas company, 
p. 94. 

Expenses, § 99 — Prospective wage increases. 
8. Ample allowance was deemed to have been made for anticipated wage 
increases by including in the test year operating expenses temporary over- 
time paid for eight months in that year and the cost of special guards for 
plant protection in that year, p. 95. 


Expenses, § 49 — Service premium — Retirement annuity agreement. 


9. Sums paid by a wholesale natural gas company as its share of current 
service premiums, under a retirement annuity agreement, for the benefit 
of the company’s employees were allowed as part of the company’s operat- 
ing expenses, but premiums relating to past services rendered prior to 1940 
were disallowed, p. 96. 


Expenses, § 135 — Rehabilitation of equipment — Natural gas company. 
10. Contributions by a wholesale natural gas company towards the cost 
of rehabilitating water-gas generating equipment of distributing companies 
should be disallowed as an operating expense, where such contributions 
are not legal obligations or necessary expenses since pipe-line capacity ex- 
ceeds the highest daily demand of its firm,customers, p. 96. 


Expenses, § 114 — Federal income tax — Effect of rate reduction. 
11. The Federal income tax allowance, as an operating charge in a rate 
case, should give effect to any rate reduction the Commission may order, 


p. 97. 


Revenues, § 2 — Wartime year as test year — Future market. 
12. The contention that 1943 would not be a good test period for estimat- 
ing an interstate natural gas company’s future revenues, because of the 
approaching curtailment of the use of natural gas for war production, was 
rejected, in view of the fact that six of the utility customer companies ex- 
pected to increase their requirements for gas, one of the companies had a 
large industrial consumer in war production whose loss could be met by 
converting local consumers from mixed to straight natural gas, a state 
Commission had stated that one of the customers should change from mixed 
to natural gas about 1946, and sales in one of the areas were far from the 
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saturation point compared with per customer sales in other cities and that 
area had great peacetime industries, p. 97. 


Return, § 101 — Natural gas company. 
13. A return of 6 per cent was deemed reasonable for a natural gas com- 
pany whose financial position was so strong as to enable it to attract capi- 
tal upon favorable terms when required, p. 98. 


Rates, § 198 — Interstate and intrastate business — Allocation — Classes of serv- 
ice. 
14. An allocation to segregate the cost of serving jurisdictional from non- 
jurisdictional business must be made in testing proposed interstate whole- 
sale natural gas rates, where the company sells gas not only for resale 
(subject to regulation), but also to industrial consumers (not subject to 
regulation), p. 99. 


Apportionment, § 31 — Cost allocation — Demand cost — Wholesale and retail 
natural gas transactions. 
15. It was deemed reasonable to allocate 51 per cent of the “demand” cost 
of a natural gas company, engaged in both the wholesale and retail busi- 
ness, to regulated sales and 49 per cent to unregulated sales, of which lat- 
ter figure, 41 per cent applied to firm sale¢ and 8 per cent to interruptible 
sales, p. 99. 
Apportionment, § 10 — Cost allocation — Natural gas company — Fixed and 
demand charges. 
16. Taxes, depreciation, and return should not be classified exclusively as 
“demand” charges for the purpose of making an allocation of cost of serv- 
ice to segregate a natural gas company’s regulated business from its un- 
regulated business for rate-making purposes, p. 101. 
Rates, § 283 — Uniform demand and commodity rates — Natural gas company. 
17. Uniform demand and commodity rates for firm regulated natural gas 
sales were deemed appropriate for a wholesale natural gas company, p. 105. 


* 
In 1943, the 


APPEARANCES: William A. Dough- 
erty and James L. White, for Missis- 
sippi River Fuel Corporation ; Robert 
W. Otto and Walter E. Sloat, for 
the Laclede Gas Light Company; 
John A. Woodbridge and Francis H. 
Quigley, for the St. Louis County Gas 
Company ; Joseph F. Holland, Forrest 
G. Ferris, Jr., and George L. Stemm- 
ler, for the city of St. Louis; Hon. 
Albert Miller, Chairman, and John P. 
Randolph, for Missouri Public Serv- 
ice Commission; Harry S. Littman 
and Robert L. Russell, for the Federal 
Power Commission. 


By the CoMMISsSION : 
Commission entered orders under the 
Natural Gas Act instituting an inves- 
tigation of the reasonableness of all the 
rates subject to the Commission’s ju- 
risdiction, which were charged by 
Mississippi River Fuel Corporation 
and the other respondents. The Com- 
mission’s order setting this matter for 
hearing confined it to the rates of Mis- 
sissippi River Fuel Corporation with- 
out prejudice to the investigation of 
the other respondents’ rates.” 

By Commission order, the Laclede 
Gas Light Company and the St. Louis 





1Concurrently with the Commission’s order 
of April 16, 1943, making effective a $422,626 


annual reduction in the interstate wholesale 
rate charged Mississippi River Fuel Corpora- 
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County Gas Company, both being cus- 
tomer companies, and the city of St. 
Louis were permitted to intervene in 
this proceeding. 

Hearings were held pursuant to or- 
der, and due notice was given to all 
interested persons. The hearings 
were held in June and August of 
1944, and consumed fourteen days. 
The record consists of a transcript of 
proceedings covering 2,000 pages and 
64 exhibits. Briefs were filed and oral 
argument on the issues involved was 
heard by the Commission sitting en 
banc on June 6, 1945. 


Jurisdiction 


Mississippi River Fuel Corporation 
owns no production property, but pur- 
chases all of its natural gas in north- 
ern Louisiana and transports this gas 
through its main pipe line which ex- 


tends northward about 500 miles 
through Arkansas and Missouri into 
Illinois. The principal market for this 
gas is St. Louis, but Mississippi sells 
natural gas to seven companies for re- 
sale for ultimate public consumption 
for domestic, commercial, industrial, 
and other uses in Arkansas, Missouri, 
and Illinois. Such interstate transpor- 
tation and interstate wholesale sales 
are subject to the jurisdiction of this 
Commission. In a former proceed- 
ing, Mississippi was determined to be 
a natural gas company within the 
meaning of the Natural Gas Act, and 


that Commission finding was affirmed 
by the United States circuit court of 
appeals in Mississippi River Fuel 
Corp. v. Federal Power Commission 
(1941) 40 PUR(NS) 213, 121 F2q 
159. Also, the company operates un- 
der a “grandfather” certificate of pub- 
lic convenience and necessity issued 
on March 1, 1944 by this Commis- 
sion (F.P.C. Docket No. G-291). 


Corporate and Financial History 


Mississippi River Fuel Corporation 
was organized in 1928 by several 
companies, which controlled gas acre- 
age in the Monroe and Richland 
Fields in Louisiana for the purpose of 
providing a market in St. Louis for 
that available natural gas. In the 
early days the gas was chiefly sold by 
Mississippi for industrial purposes, 
but distribution company customers 
were subsequently acquired. In 1943, 
gas sales to direct industrial customers 
totaled more than 29,000,000 thouw- 
sand cubic feet, while sales to other 
utilities for resale exceeded 13,600,- 
000 thousand cubic feet. 

After 1935, Mississippi had out- 
standing $6,552,200 in common stock 
and built up a substantial surplus. It 
has no bonds, but the other half of its 
capital is in 2$ per cent notes held by 
banks. This is a_ conservatively 
capitalized natural gas pipe-line com- 
pany. The capital stock of Mississippi 
is owned, except for a relatively few 





tion by United Gas Pipe Line Company, an 
order was issued to Mississippi to show cause 
why it should not file new rates for gas sold 
for resale reflecting an equivalent reduction. 
The cost of gas purchased by Mississippi has 
decreased by that amount. Louisiana Pub. 
Service Commission v. United Gas Pipe Line 
Co. 3 FPC 402, 48 PUR(NS) 91. 

After the Commission ordered Interstate 
Natural Gas Company to reduce its rate for 
gas sold to Mississippi River Fuel Corpora- 
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tion by $301,329 annually, an order was issued 
to Mississippi on April 27, 1943, 3 FPC 416, 
48 PUR(NS) 267, to show cause why it 
should not file new rates for gas sold for re- 
sale, which would reflect an equivalent reduc- 
tion. Interstate Natural Gas Company ap- 
pealed the rate reduction order and the lower 
rate has been stayed pending the appeal. 

Mississippi declined to reduce its rates 

ding the Commission’s investigation of all 
its interstate wholesale rates. 
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shares, by Standard Oil Company 
(New Jersey), United Gas Corpora- 
tion, United Carbon Company, and 
Columbian Carbon Company. It has 
been controlled and managed since its 
inception by its original incorpora- 
tors, or their successors in interest, 
which also have supplied directly or 
through affiliates all of the company’s 
gas requirements. 

After the early development period 
when the capacity of the pipe line 
greatly exceeded the volume of gas 
sold, Mississippi has enjoyed excep- 
tionally high earnings, and has main- 
tained the payment of large dividends 
to the stockholders, 


Rate Base 


[1] It has been the general practice 
of this Commission to determine the 
rate base by ascertaining the net in- 
vestment in the gas plant used and 
useful in rendering service, and add- 
ing a reasonable allowance for work- 
ing capital. Net investment consists 
of actual legitimate cost of gas plant 
less accrued depreciation. Rates fixed 
upon such a basis were upheld by the 
United States Supreme Court in Fed- 
eral Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591, 88 L ed 
333, 51 PUR(NS) 193, 64S Ct 281. 


Actual Legitimate Cost of Plant 

The actual legitimate cost of Missis- 
sippi’s gas plant is not in dispute. We 
find that on December 31, 1943, this 
cost of plant used and imminently use- 
ful in serving the customers was $23,- 
246,126. 


Depreciation 
[2,3] This case is free of the usual 
controversy over accrued and annual 


depreciation. Counsel for the com- 
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pany and the Commission entered into 
a stipulation, which we approve for 
this proceeding only, that a rate of 
34 per cent per annum substantially re- 
flects the average service life of Missis- 
sippi’s depreciable gas plant as meas- 
ured by the natural gas reserves of the 
fields which supply it; that the com- 
pany’s depreciation reserves per books 
on December 31, 1943, substantially 
reflect reserves accumulated at such a 
rate of depreciation on a straight-line 
basis; and that the rate of 34 per cent 
may be used on a straight-line basis 
for computing both the annual and 
accrued depreciation. 

The same factors that cause annual 
depreciation cause the existing depre- 
ciation which has accrued and should 
be deducted from the property invest- 
ment in fixing the rate base. Com- 
puted in accordance with the stipula- 
tion we find that $9,812,661 (which 
may be compared with Mississippi’s 
book reserve of $9,995,912 of the 
same date) represents the accrued de- 
preciation on December 31, 1943. 
This is the best measure of accrued 
depreciation since it represents the 
part of the investment which relates to 
past operations, that is, investment 
which has been consumed in service. 
Investment in property of a natural 
gas company is consumed due to such 
forces as exhaustion of the natural gas 
supply, wear, inadequacy, and obso- 
lescence. 

W orking Capital 

[4, 5] There is no substantial con- 
troversy about the staff’s estimate of 
materials and supplies, and we find 
that $260,562 is a reasonable amount 
for these items. 

A dispute over the cash working 
capital requirements developed be- 
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tween the company witnesses and the 
staff. An analysis of the evidence leads 
us to the conclusion that the staff’s rec- 
ommended allowance of $165,344 is 
ample. We note that the company re- 
ceives payment for the gas it sells be- 
fore it is required to pay the pro- 
ducers, so no cash working capital is 
needed for that purpose. The cost of 
fuel oil purchased is likewise paid 
after Mississippi receives the money 
from the particular customer for 
which the oil was purchased. The 
same is true with respect to taxes. 
Actually the tax accruals are a source 
of working capital which provide a 
large margin over the amount of cash 
working capital requirements allowed 
in the rate base here. The require- 
ment for cash working capital, com- 
puted on the basis of a period of forty- 
five days’ lag between the actual re- 
ceipt of revenues and the payment of 
related expenses is liberal. This de- 
termination recognizes the fact that 
there are two classes of expenses, one 
requiring no cash working capital 
because they are payable after the re- 
ceipt of related revenues, and the other 
requiring cash payments before the re- 
ceipt of related revenues. 

The company contended for $200,- 
000 as an amount to cover emergency 
breaks and flood damage to the pipe 
line. An inclusion of that amount in 
working capital would be improper. 
A part of the cost of replacing past 
line breaks or flood damage, repre- 
senting repairs, is contained in the 


expenses upon which the allowance 
for working capital is based. The 
other part of the cost of past line 
breaks, representing improvements, 
which was capitalized is included in 
the rate base. The materials kept on 
hand for such purposes are included 
in the materials and supplies allow- 
ance for working capital. It would 
be duplication to include the cost of 
line breaks once in the allowed operat- 
ing expenses and rate base, and again 
as a separate additional item. 

We find that the figure of $430,- 
000 for materials and supplies and 
cash working capital is the proper al- 
lowance in this case. 

The resulting rate base as of De- 
cember 31, 1943, is summarized as 
follows, and we adopt it as reasonable: 
Actual Legitimate Cost of Gas 

Plant 
Deduct : 

Accrued Depreciation 


Contributions in Aid of Con- 
struction 2 


$23,246,126 


150,846 
$13,282,619 

430,000 
$13,712,6198 


Net Investment 
Add: 
“Working Capital 


Rate Base 


Operating Revenues and Expenses 


[6, 7] For rate-fixing purposes the 
Commission has given consideration 
to the actual operating revenues and 
expenses of the company for the years 
1930-1943 and the first four months 
of 1944. After a thorough study it is 
concluded that the 1943 experience of 
the company, as disclosed by the rec- 
ord, is the most reliable guide. 





2This amount represents contributions in 
aid of construction, and does not represent 
any part of Mississippi’s investment in gas 
lant, so it must be excluded from the rate 
ase. 

8 Mississippi contends that the rate base 
should be the average of the amounts at the 
beginning and the end of the year instead of 
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the year-end figure. The adopted rate base, 
however, is favorable to the company because 
it is greater than the claimed 1944 rate base 
of $13,488,419. Also, the annual depreciation 
allowance of $803,200 more than offsets the 
proposed plant additions, so that net invest- 
ment will likely decrease each year. 
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Operating Revenues 
The volume of gas sold and the 


M cu. ft 


Unregulated Sales: 
Firm Industrial 
Interruptible Industrial 

Total Unregulated Sales .... 

Regulated Sales: 

Utilities 
Total Sales § 


In 1942 the comparable total vol- 
ume of gas sales was 41,985,048 thou- 
sand cubic feet, and the gas sales 
revenues were $8,745,729. In 1941 
the total gas sales were 40,485,134 
thousand cubic feet, and the related 
revenues were $8,099,037. There has 
been a steady increase in Mississippi’s 
volume of sales in recent years, 
especially’ to utilities for resale. 


Operating Expenses 

The Commission has considered 
the company’s operating expenses as 
recorded on its books, as claimed for 
rate-case purposes, and as recommend- 
ed by the staff. For 1943 the operat- 
ing expenses in dispute, exclusive of 
income taxes, total only $127,470 and 
we shall discuss the disputed amounts. 

[8] The company contends that the 
1943 operating expenses, per books, 
do not fully reflect certain increases in 
labor costs which it experienced in 
1944. It computed an amount of $96,- 
441 and claimed this reflected an in- 
crease in the pay of regular employees 
caused by changing the work week 
from forty to forty-eight hours, and 
an increase in the daily pay rate of 


Sevccesee ccccccces 17,778,503 
occccece «++ 11,561,470 


29,339,973 


13,695,401 
43,035,374 


revenues received by Mississippi in 
1943 are found to have been as follows: 


1943 
M cu. ft. 
Ratio % 


41.3 
26.9 


68.2 


Average Price 
per M cu. ft. 


22.05¢ 
15.79 


19.58 


Revenues 


$3,920,227 
1,824,991 


5,745,218 


25.54 
21.48¢ 


certain casual employees. The com- 
pany admittedly used a_ short-cut 
method for this computation which 
proved to be erroneous. The 1943 
payrolls, included in our test year 
operating expenses, reflect the change 
made May 1, 1943, to the 48-hour 
week as a temporary emergency meas- 
ure. A time-and-one-half rate was 
paid for the overtime of eight hours 
per week for a period of eight months 
in 1943. Mississippi states that 1943 
operating costs should be adjusted to 
reflect a full year at overtime rates. 
The evidence shows that such an ad- 
justment, plus the increases in casual 
labor costs in 1944, would amount to 
only $12,000. It would be improper 
to add this 1944 increase to the test 
year operating expenses, because rev- 
enues during the first four months of 
1944 increased $73,000 which more 
than offsets the $12,000. Also con- 
tained in the 1943 operating expenses 
allowed in this case is the $65,000 la- 
bor cost for forty-one special guards 
employed for plant protection during 
the War. The company payroll will 
decrease by that amount due to the 
termination of the War. We con- 
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100.0 


3,497,918 
$9,243,136 





#All quantities of gas stated in this opin- 
ion are on a uniform pressure base of 14.9 
pounds per square inch. 

5 Sales to Crossett Lumber Company are ex- 
cluded. Gas is sold to this company at 6 cents 


per thousand cubic feet after being purchased 
by Mississippi for 4 cents; the difference, in 
effect, is a transportation charge which we 
find is the cost of that service. 
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clude, therefore, that by including in 
our test year operating expenses the 
temporary overtime paid for eight 
months in 1943, and the cost of special 
guards for plant protection in 1943, 
ample allowance has been made for 
the wage increases anticipated by 
respondent in its presentation. 

[9] In 1939 the company entered 
into a retirement annuity agreement 
with an insurance company for the 
benefit of its employees. This agree- 
ment covered both past and current 
service premiums. Deductions are 
made from employees’ salaries and 
like amounts added by the company 
to pay current service premiums. We 
will allow these current sums paid by 
the company as. part of operating ex- 
penses. Another type of premium re- 
lates to past service rendered prior to 
1940 and the company agreed to pur- 
chase the entire past service annuity 
at its own expense. The net cost to 
the company was claimed to be $239,- 
805 and was paid during 1940-1943, 
inclusive, through charges to operat- 
ing expenses. For the purpose of this 
case, the company seeks to restate and 
then reamortize these expenses again 
over a 10-year period. This is a non- 
recurring expense. The company has 
not shown sufficient justification for 
resurrecting the past service premi- 
ums, which have been covered by 
revenues and eliminated from its 
books. 

[10] In 1943, Mississippi. made 
payments to its customers, the 
Laclede Gas Light Company and the 
St. Louis County Gas Company, of 
$25,679 and $892, respectively. 
These payments represent a portion of 
the cost of rehabilitating water-gas 
generating equipment. Mississippi 
63 PUR(NS) 


was not legally obligated to pay these 
amounts. No necessity has been 
shown for this expenditure by Missis- 
sippi since the capacity of its pipe line 
exceeds the highest daily demand of 
its firm customers. Such payments 
are nonrecurring expenses and can- 
not be properly included in future al- 
lowable operating expenses. The com- 
pany proposes to reinstate and then 
amortize these amounts over a 5- 
year period, but that also would be 
duplication because they were recov- 
ered once through 1943 rates. 

This Commission ordered United 
Gas Pipe Line Company to reduce 
its rates effective April 1, 1943, for 
gas sold to Mississippi River Fuel 
Corporation. Louisiana Pub. Service 
Commission v. United Gas Pipe Line 
Co. (1943) 48 PUR(NS) 91, 3 
FPC 402. In order to determine the 
effect of such a reduction on a full 
year’s operation it is necessary to ad- 
just the cost of gas purchased by Mis- 
sissippi for the first three months’ of 
1943 to reflect that reduction. This 
produces an accurate test of the cost 
of gas purchased from United. The 
difference between the company’s ad- 
justment for this purchased gas and 
the staff’s figure is $1,733. We adopt 
the staff’s adjustment of $105,108 
made for the cost of gas purchased 
from United during the first quarter 
of 1943, because it is more accurate. 

Rate case expenses of $13,946, 
which were actually paid in 1943, will 
be allowed in operating expenses 
rather than a larger unsupported esti- 
mate proposed by the company. Our 
allowance over a period of five years 
will total $70,000. 

We have considered the company’s 
proposed adjustment to reflect the tax 
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saving which would result if rates 
were reduced. The company’s witness 
omputed the taxes on an over-all 
jasis in much the same manner as 
shown below. The difference in the 
amount of taxes computed below and 
the amount claimed by the company 
comes from the treatment of tax de- 
preciation. For income tax purposes 
the company actually takes deprecia- 
tion at a rate of 4 per cent annually, 
but it computed the income tax 
daimed for rate case purposes as if 
the income tax depreciation rate were 
34 per cent. If the company actually 
intended to adjust its tax deprecia- 
tion rate to 33 per cent and pay taxes 
on that basis, we would reflect the 
tax increase in our computation. The 
company has not and does not propose 
to adjust its tax depreciation rate. It 
is, therefore, simply seeking to obtain 
an allowance for income taxes in ex- 
cess of the required amount, which 
claim has no merit. We find, con- 
trary to the company’s claim, that the 
stipulation on the depreciation rate 
does not relate to depreciation for in- 
come tax purposes. 

[11] Obviously the amount of Fed- 
eral income tax allowance in this case 
should give effect to any rate reduc- 
tion the Commission may order. 
Also the tax saving should be com- 
puted on the basis of taxable net in- 
come shown in the 1943 return filed 
by the company with the Bureau of 
Internal Revenue. Applying the 6 
per cent rate of return found to be 
fair, and which is discussed in a sub- 


sequent section, the Federal income 
tax is computed thus: 


Taxable Net Income (1943 Filed 
Return) 

Add: Adjustment for Cost of 
Gas Purchased from 

United 
Nonrecurring Payments 
to Laclede Gas Light 
Company and St. Louis 
County Gas Company 


105,108 


26,572 


Taxable Net Income, as adjusted 
above 2,. 47,177 
Revenues in Excess of 6% Return 2,111,404 
835,773 
40% 
$334,3098 


Balance of Taxable Net Income 
Tax Rate (Normal Tax 24%, 
Surtax 16%) 


Allowance for Federal Income Tax 


The Test Year 

[12] We find from the evidence 
that Mississippi’s operating experi- 
ence during the year 1943, the latest 
full year for which there is complete 
data in the record, furnished the best 
available guide for fixing rates for the 
future. After reflecting the adjust- 
ments already discussed, the following 
operating expenses are found to be 
proper, before allocation, for such test 
year : 
Gas Purchased 
Operation, Maintenance, and Gen- 

eral 
Depreciation 


Taxes Other than Federal Income 
Federal Income Tax 


The evidence reveals that Missis- 
sippi’s operating revenues for the first 
four months of 1944 were greater 
than the comparable period in 1943, 
and that the estimate for the entire 
year 1944 shows an increase in the net 





*The company contends that taxes should 
not be computed on an over-all basis and 
suggests what purports to be another method. 
To illustrate this proposal in its reply brief, 
it presented four tables. Reference to these 
tables shows that in each one the company 


[7] 


based its tax computation on an over-all re- 
turn at 64 per cent, deducted interest on’ debt, 
and computed the tax at the 40 per cent com- 
bined normal and surtax rate. The new pro- 
posal does not result in any significant modi- 
fication of our treatment of income taxes. 
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operating revenue. The company 
now contends, however, that 1943 
will not be a good test period because 
of the approaching curtailment of the 
use of natural gas for war production. 
It claims that the revenues will de- 
crease more than its operating ex- 
penses with a resulting decrease in 
net earnings. Testimony shows that 
six of the utility customer companies 
of Mississippi expect to increase their 
requirements for natural gas in the 
future. The Laclede Gas Light Com- 
pany has a large industrial consumer 
in war production whose loss can be 
met by converting local consumers in 
St. Louis from mixed to straight nat- 
ural gas. The Board of Public Serv- 
ice of St. Louis has a commitment 
from Laclede to distribute natural gas 
when it becomes economically prac- 
ticable, and that time appears im- 
minent in our opinion. The Missouri 
Public Utility Commission stated that 
Laclede should change from mixed to 
natural gas about 1946. Sales of gas 
in St. Louis are far from the satura- 
tion point when compared with per 
customer sales in other cities, and it 
is common knowledge that St. Louis 
has great peacetime industries. 


Rate of Return 


[13] Many factors enter into the 
determination of what constitutes a 


fair rate of return in a rate case. The 
Supreme Court has stated the princi- 
pal factors. It has said the return of 
a public utility should be sufficient to 
assure confidence in the financial 
soundness of the utility, to maintain 
its credit, to enable it to attract the 
capital necessary for the proper dis- 
charge of its public duties, and that it 
should equal the return generally be- 
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ing made on investments in other en- 
terprises attended by corresponding 
risk. Bluefield Water Works & 
Improv. Co. v. West Virginia Pub, 
Service Commission, 262 US 679, 67 
L ed 1176, PUR1923D 11, 43 Sq 
675. The court recently observed that 
revenues should be adequate to cover 
operating expenses and the capital 
cost of the business, which include 
service on the debt and dividends on 
the stock. Federal Power Commis- 
sion v. Hope Nat. Gas Co. (1944) 
320 US 591, 88 L ed 333, 51 PUR 
(NS) 193, 64 S Ct 281. The com- 
pany offered no evidence on rate of 
return, but the staff presented com- 
prehensive evidence on the subject. 
The information includes investors’ 
appraisal of the natural gas industry, 
data on comparative risks of enter- 
prises, interest rates and yields on 
natural gas and electric utility secv- 
rities, idle investment funds, cost of 
money trends, recent financing, data 
on economic conditions in the general 
area served by this company, indices 
on general economic conditions, and 
the financial history of Mississippi 
River Fuel Corporation. The ev- 
idence shows that the utility business 
has relatively greater stability com- 
pared with railroad and industrial en- 
terprises. Also, the natural gas util- 
ities are favorably situated from a 
financial viewpoint. Statistics on 
revenues, volume of sales, and num- 
ber of customers present a picture of 
steady advancement. 

The level of interest rates, in 4 
sense, is a barometer of the yield and 
relative return required by investors 
on various types and qualities of se 
curities. The interest rates on bonds 
of domestic corporations are low, 
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Moody’s composite bond yield aver- 
age having fluctuated between 3.27 

r cent and 3.08 per cent recently. 
Yields on US Treasury bonds callable 
ater twelve years have been about 2 
gr cent. The record discloses that 
natural gas companies have been able 
to float security issues at unusually 
low interest rates within recent years. 
Yields of 3 per cent and less to the 
purchasers of bonds and notes of nat- 
ural gas companies are not uncom- 
mon. Also, such utilities have been 
able to refund securities at compar- 
ably low rates. It should be noted 
that common stocks of natural gas 
companies are largely possessed by 
holding companies or other affiliates. 
In its service, its rapid growth and 
favorable future prospects the natural 
gas business is similar to the electric 
industry ; and current trends of inter- 
est rates and yields on securities of 
dectric and natural gas utilities have 
been parallel. The evidence reveals 
for 1943 that the interest on electric 
bonds was around 3 per cent and the 
average annual yield on preferred stock 
was 4.79 per cent and on common 
stock was 7.30 per cent. 

The company is a seasoned well- 
developed enterprise with ample past 
and present provisions for deprecia- 
tion and current high profits. It has 
established markets with great poten- 
tial growth in the populous and in- 
dustrialized St. Louis area, which 
desires to convert from mixed gas to 
the superior fuel—straight natural gas. 
Mississippi is practically risk-free and 
good evidence of this is the fact that 
it borrowed, in 1940 and 1941, $9,- 
500,000 from banks at an interest 
rate of 23 per cent. About 50 per 


cent of its capital is presently in 24 
per cent notes and the other 50 per 
cent is in $6,500,000 of common stock 
and $337,738 surplus. All of the ev- 
idence points to Mississippi’s strong 
position, which enables it to attract 
capital upon favorable terms when it 
is required. After considering all 
relevant factors, we find that under 
the circumstances presented in this 
proceeding 6 per cent is the maximum 
rate of return which can be called fair 
for Mississippi to earn from its reg- 
ulated sales to the utility customers. 
This means that on the part of the 
common stock and surplus deemed 
associated with the business over 
which we have jurisdiction, the stock- 
holders would realize a yield of 9.3 
per cent. However, the direct indus- 
trial sales are not regulated, so the 
stockholders will receive much higher 
compensation. 


Allocation of Cost of Service 


[14, 15] From the beginning, the 
business of the company has been pre- 
dominantly the sale of natural gas to 
industries, but the proportion of the 
sales to utilities for resale has increased 
constantly to the point where revenues 
from sales to utilities for resale con- 
stituted 32 per cent of the total in 
1943. The company estimates that in 
the immediate postwar period rev- 
enues from sales to utilities will be 
about 35 per cent of the total. Missis- 
sippi has then two classes of custom- 
ers—utility and industrial. The rates 
for gas sold directly to industrial cus- 
tomers are not subject to our jurisdic- 
tion, so it is necessary to make an 
allocation of costs of service to segre- 
gate the regulated and unregulated 
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business.” Such an allocation will 
also serve as a guide to reasonable 
rates for gas sold to the utility custom- 
ers for resale. 

It is fundamental that where facil- 
ities are used jointly the over-all costs 
must be determined before an alloca- 
tion of costs can be made. The fac- 
tors in the cost of service are largely 
joint costs and if each is apportioned 
in a manner consistent with the use 
and benefits derived, the resulting cost 
of service assigned to each class of 
service will be accurate. We use a 
method of cost allocation for natural 
gas pipe-line companies which re- 
flects the conditions, priorities, and 
characteristics of natural gas serv- 
ice. 

The cost of service in this case is 
composed of the following principal 
items: gas purchased expense; opera- 
tion, maintenance and gencral ex- 
penses, depreciation expense; taxes; 
and return or profit. These cost com- 
ponents are classified as “commodity” 
and “demand” charges for the purpose 
of allocating them to the classes of 
customers. In general the “commod- 
ity” costs vary with the volume of gas 
sales and the “demand” costs vary with 
the demands made on the pipe- 
line’s capacity. The ratio of the 
annual volume of gas sold in 1943 
to each class of customers is the 
basis for allocating “commodity” 
charges. 

The basis for allocating the “de- 
mand” charges is the ratio of the vari- 
ous classes of demands to the capacity 
of the system. We recognize that the 
firm gas customers have the contract 





7 The Supreme Court sanctioned this meth- 
od in Colorado Interstate Gas Co. v. Federal 
Power Commission (1945) 324 US 581, 89 
L ed 1206, 58 PUR(NS) 65, 65 S Ct 829. 
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right to receive priority service and 
that the interruptible customers must 
curtail their demands to the remaining 
system capacity. The system capacity 
and the use of that capacity during the 
period of most severe operating condi- 
tions and on the coincidental system 
peak day are the important conditions 
which influence “demand” costs. The 
percentage of “demand” cost ap- 
plicable to regulated sales varies 
from 45 per cent to 54 per cent dur- 
ing the 1943-44 winter season, com- 
puted upon the following peak day 
data : 


System peak day—Feb. 14, 1944 .... 44.98% 
Firm gas peak day—Jan. 7, 1944.... 50.79 
Firm gas peak day—Dec. 16, 1943 ... 54.55 
—. gas peak period—Dec. 14-17, 


Average 


The most severe operating condi- 
tion occurred during the 4-day period 
December 14-17, 1943. The sus- 
tained demand on the system capacity 
required deliveries of 221,420 thov- 
sand cubic feet to firm industrial cus- 
tomers and 273,940 thousand cubic 
feet to resale customers. The average 
for this period was 55,355 thousand 
cubic feet and 68,485 thousand cubic 
feet, respectively, being a total of 123, 
840 thousand cubic feet required for 
firm deliveries. The difference be- 
tween this maximum _ sustained 
demand of firm customers and _ the 
system capacity of approximately 
135,000 thousand cubic feet is 11, 
160 thousand cubic feet which is the 
capacity left for the interruptible 
customers for allocation purposes. 
These demand data for the maximum 
sustained demand and the sys 
tem peak day are summarized be 
low: 
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Demand 
Ratio— 
% 


System Peak 


Day— 
M cu. ft. 


47,488 
27,269 


74,757 


Unregulated Sales: 

Firm Industrial 

Interruptible Industrial 
Total Industrial 


Regulated Sales: 


Sales to Utilities 61,109 


Total Sales 


The above tabulation discloses that 
from 45 per cent to 50.7 per cent of 
the demand costs are applicable to the 
regulated sales. 

Considering the required demand 
during the period of most severe 
operating conditions, the system peak 
day, and other demand data we con- 
dude that it is reasonable to allocate 
51 per cent of the “demand” cost to 
regulated sales and 49 per cent to un- 
regulated sales, of which latter figure, 
41 per cent applies to firm sales and 
8 per cent to interruptible sales. It is 
also noted that interruptible indus- 
trials actually received almost as much 
gas during the year 1943 as the util- 
ity customers, but are allocated only 
8 per cent of the “demand” costs as 
compared with 51 per cent allocated 
to utility customers. Other “peak- 
day” bases of allocating “demand” 
costs would result in assigning from 
1.81 per cent to 20.07 per cent of “de- 
mand” cost applicable to interruptible 
industrials for the year 1943. 

[16] Costs associated with invest- 
ment in plant are often referred to as 
“fixed charges.” The reason for this 
comes from the fact that once the in- 
vestment is made in a given amount 
of pipe-line capacity it remains rela- 
tively stable unless the capacity is in- 
creased. Such items as depreciation, 
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Demand 
Ratio— 


System 
Capacity— 
M cu. ft. 


55,355 
11,160 


66,515 


41.00 
8.27 


49.27 


34.95 
20.07 


55.02 


50.73 
100.00 


44.98 
100.00 


68,485 
135,000 


property taxes, and return are, there- 
fore, principally fixed with relation to 
the investment in capacity. Income 
taxes are associated with the return 
earned and are also related to the in- 
vestment of a regulated company. 
Mississippi now contends that all 
taxes, depreciation, and return should 
be classified as “demand” charges, be- 
cause they are proportional to plant 
and do not vary with the annual 
volume of gas sales. This would be 
inequitable, because the industrial cus- 
tomers who were interrupted during 
the peak period are then assigned no 
depreciation expenses, taxes, or return 
even though the facilities of the com- 
pany are used most of the time to 
transport large quantities of gas to 
these customers. Surely the custom- 
ers interrupted only a few days a year 
should not receive free use of the pipe 
line with the result that the customers 
served during the peak period pay all 
those costs. 

It is manifestly error to allocate 
these items of cost exclusively to “de- 
mand” or to “commodity” for addi- 
tional reasons we give in a later 
section. 

From the evidence and the exercise 
of informed judgment, we find that 
the following classification of cost of 
service is reasonable and proper: 
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Demand Compr 


Commodity Other* 
$3,220,024 ct 


Cost of Service Total 
Cost of Gas Puree vccsccccccsccs eeees $3,220,024 


Transmission—Operation 


Supervision and Engineering 


11,702 


32,827 





Purchased Gas Expense 
Compressor Station Labor 
Meas. & Reg. Station Labor 
Comp. Sta. Supplies & Expense 
Comp. Station Fuel 
Meas. & Reg. Sta. Sup. & Exp. ........ 
Transmission Mains—Labor 
eee, Denes TOBE oo cccccsccess 
Transmission Maps & Records 
Transmission—Maintenance 
Supervision and Engineering 
Compressor Station Structures 
Other Trans. Structures 
Meas. & Reg. Station Structures 
Transmission Mains 
Compressor Station Equipment 
Meas. & Reg. Station Equip. ............ 
Other Trans. Equipment 
Other Transmission Expense 
Rents 
Fuel Oil—Revenue 
Fuel Oil—Expense 
Crossett Lumber Co.—Revenue 
Crossett Lumber Co.—Expense 
Miscellaneous Receipts 


(10,375) 


25,026 
297,738 


135,414 
264,036 


12,670 


2,367 
62,203 
22,667 

6,224 


10,036 
2,387 
162 
6,531 
141,055 


8,576 
790 


8,083 


(32,245) 
(10,375) 





Subtotal—Transmis. Exp. .......... 
Distribution Expense 
Customers Accounting & Coll. ............ 
Administrative and General 


1,272,855 


294,128 





252,833 
18,816 


100,592 


981,027 38,995 


15,062 
33,121 
15,412 


33,878 
33,121 
178,124 





Total Operation and Maintenance ... 


1,633,982 





372,241 1,159,151 102,590 





Depreciation 

Taxes, Except Federal Income 
Federal Income Tax ** 
Return at 6% 





401,600 
158,730 
167,154 
411,378 


401,600 
158,730 
167,155 
411,379 





Total Cost of Service 





$1,511,103 $5,518,039 $102,590 


* When items of expense are applicable to a particular sale they are excluded from the 
“commodity” and “demand” groups, and either charged directly or in proportion to the num- 
ber of metering points. 

** No excess profits taxes accrue under a 6 per cent rate of return. 

( ) Denote credit items. 


The principal items in the foregoing 
tabulation will be explained to show 
the reasoning behind the findings. 
First, the cost of gas purchased in the 
amount of $3,220,024 is obviously a 
proper “commodity” charge. The 
average cost of gas purchased is there- 
by assigned to the volume of gas sold 
to each class of customers. There is 
no controversy about this classifica- 
tion. The expense incurred in con- 


nection with purchasing gas is also 
classified as a “commodity” charge, 
since it applies to gas purchased, and 
should be assigned to the customers 
who receive the gas. 

The operation of the compressor 
stations depends largely upon the 
volume of gas pumped or engine 
hours operated. The cost of operating 
the compressors is charged to the fol- 
lowing accounts : 
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Compressor Station Labor 

Compressor Station Supplies and 
Expense 

Compressor Station Fuel 

Maintenance of Compressor Station 


Equipment 212,607 


$909,795 


The company alleges that 75 per cent 
of compressor station labor and 25 per 
cent of the maintenance of the engines 
should be charged to “demand.” 
There are no facts to support this 
and it is contrary to testimony of com- 
pany witnesses. Mississippi’s presi- 
dent, chief accountant, and other allo- 
cation witnesses all testified that the 
compressor station costs shown above 
are approximately proportional to the 
volume of gas compressed. Engine 


oilers are a large part of compressor 
station labor costs, and they work 
when the engines are operating. Such 
labor cost is related to the volume of 
gas compressed and is a proper “com- 


modity” charge. Obviously the inter- 
rupted customers should pay a share 
of the labor cost of pumping gas to 
them. The company admits that the 
fuel, supplies, and expenses of the 
compressor stations are “commodity” 
charges, and to be consistent the time 
of oilers and engine operators should 
be deemed “commodity” costs. Main- 
tenance of the compressors is propor- 
tional to the operation and clearly fits 
the category of a “commodity” 
charge. 

Operation and maintenance super- 
vision and engineering costs have been 
prorated on the basis of the supervised 
expenditures of the respective groups, 
and this is equitable. General and 
administrative expenses have been 
prorated on the basis of supervised 
expenditures, exclusive of gas pur- 
chased. 
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The record does not support the 
company’s claim that depreciation ex- 
pense is not related in any manner to 
the volume of gas sales, and that this 
item should be considered a “demand” 
charge. Mississippi is engaged in a 
wasting-asset business and it has stip- 
ulated that the depreciation rate re- 
flects consideration of the associated 
natural gas reserves. In this case, 
functional rather than physical depre- 
ciation is controlling because the over- 
all quantity and output of the natural 
gas resource fixes the service life of 
the pipe line. It is evident that the 
volume of gas used by interruptible 
customers does contribute to func- 
tional depreciation. Here again it 
would be improper to allocate depre- 
ciation expense exclusively to the 
“commodity” or “demand” classifica- 
tion, and we concluded that it should 
be assigned equally to those catego- 
ries. 

No attempt is made to limit the re- 
turn from the business which is be- 
yond our jurisdiction. In making a 
cost of service study, it is necessary to 
determine the expenses on an over-all 
basis before they can be properly allo- 
cated. One of the expenses which 
must be calculated on an over-all basis 
is the income tax. The tax is deter- 
mined by the taxing authorities with 
reference to the business as a whole 
and that, necessarily, must be our 
starting point. For the purposes of 
simplicity as well as accuracy of the 
computation, the income tax is com- 
puted at what it would have been if 
the return on the company’s entire 
business were limited to 6 per cent, 
the reasonable rate of return for the 
jurisdictional business. When a tax 
computed in this manner is allocated, 
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automatically the amount assigned to 
the jurisdictional business equates to 
the tax which is associated with the 
6 per cent return on that business. It 
should be emphasized that the calcula- 
tion is made solely for the purpose of 
determining the tax which applies to 
the regulated business. The com- 
pany, by reason. of higher earnings, 
may pay a much higher tax on its 
nonregulated business, but this, -un- 
der the Natural Gas Act, is no 
concern of the Federal Power Com- 
mission. 

A similar computation is made in 
respect to the rate of return. The 
problem is to find the amount of re- 
turn at the 6 per cent rate, which per- 
tains to the regulated business. The 
first step in this process is the calcula- 
tion of a 6 per cent return on the net 
investment of the company as a whole, 
and when this figure has been ob- 
tained the proper part of it is allocated 
to the jurisdictional business. In this 
manner the return applicable to the 
jurisdictional sales is ascertained. 
The return on the nonregulated busi- 
ness may be, and in this case is, sub- 
stantially in excess of 6 per cent, but 
this part of the business is not subject 
to the jurisdiction of the Federal 
Power Commission under the Natural 
Gas Act. 

We have assigned return 50 per 
cent to “commodity” and 50 per cent 
to “demand,” which is fair in our 

Demand 


Ratio Amount 
Unregulated Sales: 


Firm Industrial ........ 41% $619,552 
Interruptible Industrial... 8 120, 
Total Industrial .... “49 740,440 
Regulated Sales : 
les to Utilities ....... 51 770,663 
Tee Sales .cccees. 100% $1,511,103 


judgment. Thus, return, as an item 
of cost, is associated partly with the 
volume of gas sold and partly with 
the time the service is rendered at the 
demand of customers. Both “com- 
modity” and “demand” elements must 
be recognized in this connection be- 
cause they are both factors in the in- 
cidence of this cost. The problem, in 
other words, is one of weighting the 
factors in accordance with their sig- 
nificance from the viewpoint of cost 
incidence. Return is a capital cost. 
The capital invested in the facilities 
of the company is used throughout the 
year, as well as during peak periods, 
the investment being necessary to take 
care of both volume and demand re- 
quirements. A natural gas company 
is not in business for the purpose of 
making sales on the peak days only 
but, on the other hand, it would not 
be able to sell large quantities of gas 
if it were not enabled to take care of 
reasonable peak day requirements. 
Accordingly, we find both the com- 
modity and the demand elements of 
importance and for the purpose of this 
proceeding we weight them equally. 
Income taxes are directly connected 
with return and are allocated in the 
same 50-50 manner. Property taxes 
are treated consistently and similarly. 

The allocation of the “demand,” 
“commodity,” and “other” costs to 
the classes of sales is set forth as fol- 
lows: 














Commodity Total Cost 
Ratio Amount Other of Service 
41.3% $2,278,950 $24,460 $2,922,962 
26.9 1,484,352 51,225 1,656,465 
68.2 3,763,302 75,685 4,579,427 
31.8 1,754,736 26,906 2,552,305 
100.0% $5,518,038 $102,591 $7,131,732 
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The final result summarized below 
shows that the company receives 15.8 
cents per thousand cubic feet for gas 
sold to interruptible industrials which 
exceeds the 14.3 cents average cost, 
including the allowance for return, 
for this class of business. The excess 


Revenues 


$3,920,227 
1,824,991 


Unregulated Sales: 
Firm Industrial 
Interruptible 


Cost of 
Service 


$2,922,962 
1,656,465 


received over return at 6 per cent, ex- 
pressed in dollars, is $168,526 from 
the interruptible sales and $997,265 
from the firm industrials or a total of 
$1,165,791 from the nonjurisdictional 
business.*® 


Average per Mcf 
Cost of 
Service 


16.44¢ 
14.33 


Excess 
Revenues 


$997,265 
168,526 


Revenues 


22.05¢ 
15.79 





5,745,218 
3,497,918 


Total Industrial 
Regulated Sales : 
Sales to Utilities 





4,579,427 
2,552,305 


19.58 
25.54 


1,165,791 
945,613 


15.61 
18.64 








$9,243,136 


The company’s attempt to have the 
major cost items classified as “de- 
mand” charges would distort the facts 
for the purpose of saddling the regu- 
lated business with heavy costs, while 
the interrupted industrial business, 
which is immune to rate regulation, 


Total Sales 


would reap an unfair advantage.® 


Reasonable Earnings and Rates 
for the Future 


[17] Rates for the future must be 


Item 
Gas Sales—M cu. ft. 
Gas Sales Revenues 


Operating Revenue Deductions: 
Cost of gas purchased 
Operation and Maintenance 
Depreciation 
Taxes, except Federal income 
Federal income tax 


Total Operating Revenue Deductions .... 


Net Operating Revenue 
Return at 6% 
Excess Revenue 


Excess Revenue over 6% Return on Regulated Business 
Excess Revenue over 6% Return on Unregulated Business ... 


$7,131,732 


$2,111,404 21.48¢ 16.57¢ 


fixed for the regulated portion of 
Mississippi’s business. This involves 
consideration of present earnings and 
future prospects. As we have stated, 
the best beacon here is the company’s 
1943 experience. The following table 
shows the sales, revenues, revenue 
deductions, return at 6 per cent on the 
rate base, and the excess revenue over 
the fair return as allocated between the 
regulated and unregulated business for 
the test year 1943: 

Regulated 

Sales 

13,695,401 
$3,497,918 


Unregulated 
Sales 

29,339,973 

$5,745,218 


Total 
43,035,374 
$9,243,136 














3,220,024 
1,633,982 
803,200 
317,460 
334,309 
6,308,975 
2,934,161 
822,757 
$2,111,404 


1,023,968 
585,359 
332,525 
131,428 
138,404 

“2,211,684 

1,286,234 

340,621 


2,196,056 











$945,613 
$1,165,791 





8 Under one method advocated by the com- 
pany only 2.7 per cent of the return and in- 
come taxes would be allocated as a cost to 
the interruptible sales. The excess of reve- 
nue over such cost is shown to be $655,000. 
Thus a paradox is created because the sales 
which it is claimed actually produce a large 
return would be allocated only a meager por- 
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tion of return and income tax as a cost. The 
company presented six methods of cost alloca- 
tions for the year 1943 showing excess reve- 
nues over a 64 per cent return ranging from 
$191,035 to $763,754 for the regulated busi- 
ness. 

§“Interruptible” industrial customers are 
those subject to curtailment of gas deliveries 
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The tabulation shows that Missis- 
sippi’s regulated rates are unreason- 
able to the extent of $945,613 annual- 
ly, when applied to the 1943 volume 
of sales. We will prescribe reasonable 
rates for the gas sold to utilities for 
resale, but leave untouched the lucra- 
tive unregulated business. The non- 
jurisdictional sales produce revenues 
of $1,165,791 in excess of a 6 per 
cent return, but of course we do not 
attempt to adjust such rates. 

Three of the seven utility customers 
purchase gas for resale to interrupt- 


Regulated Sales 


Firm Sales 
Interruptible Sales 1 


Total Commodity 
Firm Sales—Demand Rate 


Total Cost of Service—Regulated Sales 


We conclude that uniform demand 
and commodity rates for firm regu- 
lated sales are appropriate in this 
case. We find that a commodity rate 
of 13 cents per thousand cubic feet of 
firm gas sales to utility customers for 
resale is reasonable. We will permit 
Mississippi to complete the demand 
portion of the regulated rates. Mis- 
sissippi is entitled to collect $764,269 
from the firm sales to utilities for re- 
sale in the form of a demand charge 
based upon the billing demand data 
for the year 1943. This will provide 
the company an opportunity to submit 
a demand rate within the bounds fixed 
above, which will best meet its operat- 
ing conditions and promote the 


ible industrial consumers. Our cost 
allocation reveals that the average 
cost, including return, of interruptible 
gas is about 14 cents per thousand 
cubic feet. The following computa- 
tion shows that a commodity rate of 
14 cents per thousand cubic feet for 
the regulated interruptible sales and a 
demand-and-commodity type rate for 
firm gas under which the commodity 
element is 13 cents will enable Missis- 
sippi to recover through revenues the 
cost of service allocated to regulated 
sales for the year 1943: 


Annual Sales M cu. ft. 
M cu. ft. Rate 


12,932,044 13¢ 
763,357 14¢ 


13,695,401 


Revenues 


$1,681,166 
106,870 


1,788,036 
764,269 


$2,552,305 


efficient use of its pipe-line system 
capacity. We also find that a rate of 
14 cents per thousand cubic feet for 
interruptible gas sales to utility cus- 
tomers for resale is reasonable. 
Assuming no reduction in the 
present Federal 85.5 per cent excess 
profits tax and the 40 per cent com- 
bined normal and surtax on corporate 
incomes, a reduction in Mississippi's 
gross revenues results in a reduction 
in net operating revenue of only 21.54 
per cent. Thus the rate reduction of 
$945,613 would result in a reduction 
of net income in the amount of $203,- 
685 due to the income tax savings. 
In 1943 the company had earnings of 
$1,239,842 available for common 





on short notice under the rate contracts. “In- 
terrupted” industrial customers are those actu- 
ally curtailed during peak periods. 

© The rate of 14 cents per thousand cubic 
feet reflects the fact that interruptible cus- 
tomers should bear a portion of demand costs 
in this case. 
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11It is impracticable to fix rates with a 
greater degree of refinement than the slight 
differences between revenues shown above for 
commodity and demand and the figures ap- 
pearing under the allocation of costs for those 
elements. 
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stock and surplus which is a yield of 
18 per cent to stockholders. Thus a 
rate reduction of $945,613 would re- 
duce this net operating income by only 
$203,685, leaving a yield of 15 per 
cent for common stock and surplus. 
A reduction in Federal tax rates will 
leave a much larger yield for the stock- 
holders. 

The cost of gas purchased by Mis- 
sissippi from its affiliate, Interstate 
Natural Gas Company, will decrease 
in the event the reviewing court up- 
holds this Commission’s 1943 order 
reducing the rate by $301,329. The 
prescribed rate has been stayed pend- 
ing court review and the excess rev- 
enues over the ordered rate are being 
impounded. Mississippi will receive 
an unearned windfall when the rate is 
declared valid by the court and re- 
funds ordered. Under the authority 
to fix rates for the future, however, 


the Commission will direct Mississippi 
to pass on the proper portion of that 
reduction to the customers purchasing 
gas for resale. This cost of gas pur- 
chased by Mississippi is a “commod- 
ity” charge, and when final judicial 
review validates the reduction, Missis- 
sippi should reduce its rates to the 
seven utility customers by the propor- 
tion of the volumes of gas it sells to 
these utilities to the total volume of 
gas sales in the year of the final ju- 
dicial decision. 

Since Mississippi’s business may 
be affected by future developments in 
its market areas, we will take steps to 
keep currently informed about the 
effect of these new rates by requiring 
a semiannual report on operating rev- 
enues. 

Appropriate findings and order will 
be entered in accordance with this 
opinion. 





CALIFORNIA RAILROAD COMMISSION 


Re Red River Lumber Company et al. 


Decision No. 38421, Application No. 26910 
November 20, 1945 


PPLICATION for authority to transfer certain electric proper- 
ties and rights to an electric company; granted. 


Consolidation, merger, and sale, § 22 — Acquisition of leased plants. 
1. Acquisition, by an electric company, of electric properties and rights 
owned by a lumber company, but operated under lease by the electric com- 
pany as an integral part of its hydroelectric development, should be ap- 
proved where this will end a contract obligation of the utility to supply 
power permanently to the lumber company except as an ordinary public 


utility undertaking, p. 110. 


Accounting, § 32 — Purchase price — Property acquired from lessor-customer. 


2. The original cost of lands and rights acquired by an electric company, 
rather than their present acquisition cost, should be entered upon its books 
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where, by a prior agreement, a lumber company had conveyed such lands 
and rights to the utility in exchange for a permanent power supply from 
generating plants constructed by the utility and deeded to the lumber com- 
pany but operated by the utility as lessee, p. 110. 

Accounting, § 12.1 — Payment for cancellation of obligation — Amortization. 
3. The cost to a power company of obtaining the cancellation of its obli- 
gation to deliver power permanently to a lumber company without charge, 
as part of the consideration for acquiring certain lands and rights, may, 
because of future benefits accruing by reason of its discharge from that 
obligation, be charged to operations over a period of years, p. 110. 


APPEARANCES: Allen P: Matthew, 
Scott Elder, McCutchen, Thomas, 
Matthew, Griffiths and Greene, and 
Dana C. Smith, and Campbell, Smith 
& Campbell, for applicant The Red 
River Lumber Company; R. W. Du- 
val, for applicant Pacific Gas and Elec- 
tric Company; Hillyer Brown, for 
California Pacific Utilities Company ; 
T. K. Oliver, for Fruit Growers Sup- 
ply and Northern Counties Utility 
Company. 


RoweELt, Commissioner: In this 
application, Pacific Gas and Electric 
Company’ seeks authority to purchase 
certain electric properties and rights 
from the Red River Lumber Com- 
pany.* The latter joins in the appli- 
cation, although its electric properties 
were never held to be devoted to pub- 
lic utility use. 

Pacific has agreed to pay Red River 
$2,524,000 for all the properties and 
rights described in the application. Of 
this sum, $793,832 represents that 
portion of the total consideration allo- 
cated to the acquisition of those elec- 
tric production, transmission, and dis- 
tribution facilities located in the West- 
wood area of Lassen county which 
were constructed by Red River and, 


until recently, used in conjunction 
with its lumbering and milling opera- 
tions. The remaining $1,730,168 to 
be paid by Pacific is in settlement of 
certain contract obligations incurred 
in 1920, when Pacific, then undertak- 
ing the development of the Pit river 
and its tributaries as a source of 
hydroelectric power, agreed with Red 
River to supply it with power in ex- 
change for certain lands and rights. 

The proposed acquisition of the 
electric facilities in the Westwood 
area does not require extensive dis- 
cussion in this opinion. We have 
no doubt that the extension of 
Pacific’s utility service by means 
of these facilities will afford a 
more satisfactory service to those 
who heretofore have relied upon power 
supplied by Red River. Pacific’s pro- 
posal to allocate $793,832 of the total 
sum being paid is a reflection of the 
estimated original cost of lands, rights, 
and structures in the Westwood area 
and does not give rise to any particular 
problem in the establishment of proper 
capital records. However, in order to 
explain just what Pacific will now ac- 
quire in the way of properties and 
rights in consideration of the addition- 





1 Pacific Gas and Electric Company and/or 
Mt. Shasta Power Corporation, its subsidiary 
and predecessor in interest in the area in- 
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volved, will hereinafter be referred to as 
Pacific. ; 
2Red River Lumber Company will herein- 


after be referred to as Red River. 
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al payment of $1,730,168 for the pur- 
pose of extinguishing all further obli- 
gations under the 1920 contract above 
referred to, a rather complete review 
of the purpose and terms of that agree- 
ment should be set forth. 

Pacific obtained the Commission’s 
authority to proceed with the Pit river 
hydroelectric development by Decision 
No. 8212 issued October 6, 1920 (18 
Cal RCR 984). It then contemplated 
the construction of a series of gen- 
erating plants so as to utilize the wa- 
tersheds of the Pit river, and of its 
tributaries, Fall river and Hat creek. 
It undertook the acquisition of all nec- 
essary rights to the use of those 
waters. The first plant to be construct- 
ed was known as Fall River Plant 
No. 1 (later termed Pit No. 1), the 
operation of which required the diver- 
sion of the waters of Fall river a dis- 
tance of approximately 24 miles above 
the confluence of that stream with 
the Pit river. As the Pit No. 1 plant 
was located about 6 miles below the 
confluence of the two streams, there 
also resulted an impairment in the nat- 
ural flow of the Pit river for that dis- 
tance. Red River then owned the 
beds and banks of about two-thirds of 
this total stream length. One section 
of the Pit owned by Red River afford- 
ed a potential power site capable of de- 
veloping approximately 40,000 kilo- 
watts, Red River having acquired 
these water rights some years before 
for the purpose of developing the pow- 
er requirements needed for its exten- 
sive lumbering and milling operations. 

In Application No. 6444, filed with 
the Commission December 29, 1920, 
Pacific sought the approval of a con- 
tract it had consummated with Red 
River relative to its acquisition of all 
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the latter’s rights on the Pit and Fall 
rivers. It was declared that Red 
River was unwilling to dispose of 
those rights except upon the basis of 
an exchange for an assured and per- 
manent power supply adequate for its 
needs. Pacific, therefore, felt com- 
pelled to agree to the execution of an 
agreement under which it became ob- 
ligated to construct at its own expense 
two hydro electric plants on Hat 
creek, which flows northward and con- 
verges with the Pit at a point some 
distance below the Pit No. 1 Plant, 
and these two plants were to be deeded 
to Red River. However, they were to 
be operated and maintained by Pacific 
as lessee, and Pacific became obligated 
to supply firm power as required by 
Red River to a maximum of 9,500 
horsepower. The execution of that 
contract was authorized by the Com- 
mission in its Decision No. 11036 of 
September 29, 1922. 

In accordance with the terms of 
that 1920 agreement, Pacific, in 1922, 
completed the construction of those 
hydro plants known as Hat No. 1 and 
Hat No. 2, and deeded them to Red 
River. Their costs, as recorded by 
Pacific, including additions and bet- 
terments to August 31, 1945, were 
$1,305,535 for Hat No. 1 and $1,- 
485,499 for Hat No. 2. In return, 
Pacific obtained an unencumbered 
title to certain rights of way, fee land 
for Pit No. 3 project, and to all Red 
River’s ownership in bed and banks 
along the Fall and Pit rivers. By 
1925, Red River had completed the 
construction of a transmission line 
from Hat No. 1 to Westwood, thereby 
making its power entitlement available 
for use at its Westwood mill. Over 
the years, such entitlement has aver- 
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aged fully 60 per cent of the output 
of the two Hat creek plants. Pacific’s 
obligation under that lease agreement 
is perpetual, only Red River having 
the right to terminate the lease. Red 
River could do so either by paying 
Pacific the estimated depreciated re- 
production cost of the two plants, less 
$500,000, or by deeding Hat No. 2 
to Pacific and retaining Hat No. 1. 
[1] The record in Application No. 
6444 of 1920 clearly reveals that Red 
River refused to entertain any propo- 
sition to dispose of its rights on the Pit 
river for a cash consideration. It 
insisted that the negotiations be 
framed solely on the basis of an ex- 
change of those rights for a power 
supply. Accordingly, the parties them- 
selves did not assign a particular mon- 
etary value to the lands and rights 
which Pacific acquired. Nor could 
Pacific estimate the original cost of 


those lands and rights as long as Red 
River retained title to both the Hat 
creek plants and did not elect to exer- 
cise its option to extinguish the lease 
by deeding one plant to Pacific and re- 
taining the other for its own use ex- 


clusively. Under the agreement be- 
fore us for consideration today, Pa- 
cific will obtain title to both those 
plants, and will no longer be obligated 
to supply power to Red River except 
as an ordinary public utility undertak- 
ing. The evidence convinces us that 
it will be distinctly to the interest of 
Pacific and the public for it to con- 
summate such purchase agreement, 
for the Hat creek plants and rights are 
an integral part of its hydroelectric 
development and should be owned and 
operated by it as property fully de- 
voted to the public use. Therefore, 
the only question remaining is one of 


proper accounting on Pacific’s books 
to reflect the investment made in the 
various properties and rights acquired 
from Red River under the agreement 
of 1920, as well as that now submitted 
for approval. 


[2, 3] Witnesses for both Pacific 
and Red River presented studies, based 
on various assumptions, to show the 
present value of 9,500 horsepower of 
electric energy. They testified that 
Pacific would be justified in paying 
at least $2,000,000 for release of its 
obligations to deliver such a quantity 
of power. Pacific, therefore, asks 
the Commission to accept its proposed 
assignment of $1,730,168 as an ap- 
propriate entry upon its books to re- 
cord the acquisition cost of the lands 
and rights obtained under the 1920 
contract. However, the proper treat- 
ment of the transaction for accounting 
purposes requires us to determine the 
original cost to Pacific of those lands 
and rights, rather than their present 
acqusiition cost. The original cost 
may be estimated if not known. 


There is evidence of record which 
permits us to estimate with reasonable 
accuracy the original cost of the Pit 
river lands and rights acquired from 
Red River. Pacific presented evi- 
dence showing the actual cost of simi- 
lar adjacent lands and rights on the 
Pit and Fall rivers acquired by it at 
approximately the same time. Based 
upon the actual cost of those similar 
lands and rights, the reasonable esti- 
mated historical cost of the production 
rights only would be not less than $1,- 
548,000. This is exclusive of certain 
transmission rights of way deeded by 
Red River, the estimated original cost 
of which is $139,168. We are of the 
opinion, however, that the cost of sim- 
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ilar lands and rights should not be 
accepted as the sole measure of the 
estimated original cost of the lands 
and rights here involved. We feel 
compelled to give consideration also 
to the actual cost incurred by Pacific 
in constructing Hat No. 1 plant in 
compliance with the 1920 contract. 
By the terms of that contract, Red 
River could have elected to retain Hat 
No. 1 plant and deed Hat No. 2 plant 
to Pacific. Had such option been ex- 
ercised, it is obvious that the cost to 
Pacific of constructing Hat No. 1 
would have been the measure of its 
investment in the lands and rights re- 
ceived from Red River. The record 
shows that the historical cost of Hat 
No. 1 with additions and betterments 
to August, 1945, is $1,305,535, which 
sum is not materially in excess of the 
original cost at the time the plant was 
placed in operation. There also was 
placed in evidence the assumed cost of 
constructing production plants capable 
of delivering 9,500 horsepower of firm 
power, as well as data upon which we 
might estimate the proportionate part 
of the actual cost of the two Hat creek 
plants that, on the basis of their actual 
output, can be considered as having 
been devoted primarily to the delivery 
of such quantity of power. 


The Commission cannot accept Pa- 
cific’s request for authority to add to 
its capital accounts the full sum of $1,- 
730,168 as the cost of acquisition cov- 
ering the lands and rights obtained 
from Red River pursuant to the 1920 


agreement. After giving considera- 
tion to all the facts of record bearing 
upon the costs incurred during the two 
years succeeding the execution of that 
agreement, it is our conclusion that 
the amount of $1,439,168 should be 
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entered upon its books as the estimat- 
ed original cost of those lands and 
rights. The difference of $291,000 
represents the cost of obtaining the 
cancellation of its obligation to deliver 
power to Red River without charge. 
Because of the benefits accruing in the 
future by reason of its discharge from 
that obligation, we believe that Pacific 
should be permitted and directed to ac- 
count for such difference as a charge 
to operations over a period not to ex- 
ceed three years. 

With respect to the sum of $793,- 
832 which Pacific allocates to the ac- 
quisition of those structures, proper- 
ties, lands and rights of Red River 
located in the Westwood area, it asks 
that $360,146 be entered upon its 
books as the cost of lands and rights, 
and $433,686 as the estimated depre- 
ciated cost of the structural properties. 
Although we do not wholly concur in 
the methods by which the historical ap- 
praisal of the structural properties and 
the estimate of depreciation were 
derived, we are of the opinion that 
the above amounts reasonably repre- 
sent the estimated original cost 
of these properties less deprecia- 
tion. 

With the completion of the present 
sale, Red River will have disposed of 
all its electric facilities. In Decision 
No. 37498 of November 22, 1944, 45 
Cal RCR 530, the Commission au- 
thorized Northern Counties Utility 
Company to acquire from Red River 
those facilities needed for the rendi- 
tion of electric service in Westwood. 
Red River now supplies the last 
named utility, as well as California 
Pacific Utilities Company, at contract 
rates. Others also rely upon power 
furnished by Red River, some receiv- 
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ing service at fixed rates and others 
without payment of any charge. Pa- 
cific offers to assume all such out- 
standing contract and service obliga- 
tions, and to apply the same charges as 
have been made by Red River until it 
presents for the Commission’s ap- 
proval a more appropriate schedule of 
rates. 


ORDER 


A hearing having been had upon 
the above application, the evidence 
considered, and it being found by the 
Commission that the acquisition from 
Red River Lumber Company by Pa- 
cific Gas and Electric Company of the 
properties and rights specifically de- 
scribed in that agreement attached to 
and made a part of the application as 
Exhibit “A” of Exhibit “7” is reason- 
able and in the public interest, now 
therefore 

It is hereby ordered as follows: 

1. Red River Lumber Company 
may sell and transfer to Pacific Gas 
and Electric Company and Pacific Gas 
and Electric Company may acquire 
the properties described in the agree- 
ment attached to the application as 
Exhibit “A” of Exhibit “7.” 

2. Pacific Gas and Electric Com- 
pany shall render electric service in 
Lassen and Plumas counties by means 
of such acquired facilities and normal 
additions made thereto, and shall as- 
sume the service contracts and obliga- 
tions of Red River Lumber Company 
specified in said agreement, and shall 
file with the Commission upon one 
day’s notice the necessary amendment 
of its rates, rules, and regulations to 
make such charges effective upon ac- 
quisition of said properties. 

3. Pacific Gas and Electric Compa- 
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ny shall account for the acquisition 
cost of $2,524,000 in the following 
manner : 

(a) By charging to account 320, 
Land and Land Rights, the sums of 
$1,439,168 and $360,146 associated 
with the land and land rights acquired 
under the agreement of August 27, 
1920, and under the current negotia- 
tions ; 

(b) By charging to the appropriate 
electric plant accounts the total sum of 
$1,086,405 representing the estimated 
original cost of the structural proper- 
ties to be acquired from Red River, 
and by crediting to account 250, Re- 
serve for Depreciation of Electric 
Plant, the sum of $652,719; 

(c) By charging to Account 146, 
Other Deferred Debits, the remaining 
$291,000, which $291,000 Pacific Gas 
and Electric Company may amortize 
on or before January 1, 1949, by 
charges to account 740, Other Ex- 
penses. 

4. Pacific Gas and Electric Com- 
pany shall file with the Railroad Com- 
mission a copy of the accounting en- 
tries by which it records on its books 
the acquisition of said properties, such 
entries to be filed within sixty days 
after the acquisition of the proper- 
ties. 

5. Pacific Gas and Electric Compa- 
ny shall within sixty days after pur- 
chase of said properties file with the 
Commission a copy of all deeds and 
instruments under which it acquired 
and holds title to said properties and 
rights. 

6. The action taken herein shall not 
be construed to be a finding of value 
for any purpose other than the pro- 
ceeding herein involved. 

7. The effective date of this order 
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is the date hereof. This opinion and _ der of the Railroad Commission of the 
order is filed as the opinion and or- state of California. 





UNITED STATES DISTRICT COURT, D. MARYLAND 


Elmer W. Henderson 


Vv 


United States et al. 


Civil Action No. 2455 
63 F Supp 906 
December 17, 1945 


Sh to set aside an Interstate Commerce Commission order 
dismissing complaint against a railroad in a race discrimina- 
tion action; order set aside and case remanded. 


Appeal and review, § 30 — Unjust discrimination — Commission denial of dam- 
ages. 

1. A court does not have jurisdiction to review an Interstate Commerce 

Commission’s denial of damages against a railroad to a colored passenger 

for alleged unjust discrimination with respect to dining-car service, p. 117. 


Appeal and review, § 30 — Findings of fact — Inequality of treatment. 
2. A finding of fact by the Interstate Commerce Commission that there 
has been no inequality of treatment in a passenger discrimination action 
does not foreclose a judicial review of such finding when constitutional and 
statutory rights are involved, p. 120. 


Appeal and review, § 30 — Transportation — Technical matters — Primary juris- 
diction. 
3. Transportation matters which call for technical knowledge must be 
passed on by the Interstate Commerce Commission before a court can be 
invoked, and even then only questions relating to constitutional power, 
statutory authority, and the basic prerequisite of proof can be raised before 
the court, p. 120. 


Constitutional law, § 21 — Equal rights clause. 
4. The equal rights clause of the Federal Constitution does not import that 
a citizen of one state carries with him into another state any fundamental 
privileges or immunities which come to him necessarily by the mere fact 
of his citizenship, but simply that, in any state, every citizen of every other 
state shall have the same privileges and immunities which the citizens of that 
state enjoy, p. 120. 

Constitutional law, § 21 — Race segregation. 
5. Race segregation by state law is not per se an abridgement of any con- 
stitutional rights secured to the citizens, p. 120. 
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Discrimination, § 218 — Railroad service — Volume of traffic. 
6. The right to a particular accommodation or facility does not depend upon 
the volume of railroad traffic, and, if such accommodations are in fact pro- 
vided, substantial equality of treatment of persons traveling under like con- 


ditions cannot be withheld, p. 120. 


Discrimination, § 206.1 — Segregation of races — Equal treatment. 
7. Segregation of negro and white passengers may be carried on by rail- 
roads only if they afford substantial equality of treatment to members of 
both races when traveling under like conditions, p. 120. 


Discrimination, § 206.1 — Segregation of races — Railroad regulations — Dining 


cars. 


8. Railroad regulations as to segregation of dining-car patrons under which 
white passengers are seated at tables reserved for negro passengers, 
so that a negro in order to eat has to accept service in his seat or sleeper, 
do not provide for equal treatment but permit unjust discrimination in vio- 
lation of the Interstate Commerce Act, p. 123. 


Discrimination, § 8 — Authority of Commission — Segregation of races. 
9. The principle of segregation of railroad passengers of different races 


having been approved by the Supreme Court, the method of carrying it 
into execution is for the Commission to determine, p. 126. 


APPEARANCES: Belford V. Law- 
son, of Washington, D. C., and Josiah 
F. Henry, Jr., of Baltimore, Md., for 


plaintiff ; Charles Clark, of Washing- 
ton, D. C., for Southern Railway; 
Daniel W. Knowlton and Edward M. 
Reidy, both of Washington, D. C., for 
Interstate Commerce Commission. 
Before Soper, Circuit Judge, and 


Coleman and Chesnut, District 


Judges. 


CoLeMAN, D.J.: This is a suit 
under the provisions of 28 USCA 
§§ 41(28), 43-48, 792, and 49 
USCA § 17(9), whereby the plain- 
tiff seeks to set aside an order of the 
Interstate Commerce Commission, en- 
tered May 13, 1944, with respect to 
dining-car service on the Southern 
Railway. 

On October 10, 1942, the plaintiff 
filed a complaint with the Commission 
alleging (as amended at the original 
hearing) that the Southern Railway, 


63 PUR(NS) 


on May 17, 1942, had, with respect 
to its dining-car service, unjustly dis- 
criminated against him in violation 
of the provisions of § 3 (1) of the In- 
terstate Commerce Act, 49 USCA 
§ 3(1), and § 2, Par 1 of Art IV of 
the Constitution of the United States, 
by failing to furnish him dining-car 
service equal to that furnished white 
passengers. The complaint prayed 
that the Commission require the car- 
rier to cease and desist from the al- 
leged discrimination; in the fu- 
ture to afford complainant and other 
interested Negro passengers dining- 
car facilities and such other services 
and facilities as the Commission might 
deem reasonable and just, equal to 
those accorded its white passengers, 
and asked also for damages to be as- 
sessed against the carrier because of 
the alleged discrimination. 

The Southern Railway answered the 
complaint, denying that it had violated 
any constitutional provision or any 
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provision of the Interstate Commerce 
Act or of any other law. The com- 
plaint, according to the usual pro- 
cedure, was referred by the Commis- 
sion to an examiner for the purpose 
of conducting a hearing, which was 
held on February 24, 1943. At this 
hearing, complainant alone testified 
in his own behalf and six witnesses 
were heard for the railroad. 

The examiner filed his report on 
May 28, 1943, recommending that the 
Commission should find that complain- 
ant had been subjected to unjust dis- 
crimination and prejudice, but that the 
situation had been corrected for the 
future and that, therefore, the com- 
plaint should be dismissed. Com- 
plainant excepted to the examiner’s 
report, alleging that the Virginia seg- 
regation statute, Virginia Code 1942 
(Michie), §§ 3962-3968, upon which 


the examiner relied in part, was in- 


applicable; that segregation of races 
is contrary to the Federal Constitu- 
tion and the Interstate Commerce Act; 
that damages should be assessed, and 
that the alleged discrimination and 
prejudice had not been corrected for 


the future. Thereupon, the complain- 
ant was granted a hearing before Di- 
vision No. 2 of the Commission, briefs 
were filed and oral arguments submit- 
ted, and on May 13, 1944, that Divi- 
sion filed its report (Henderson v. 
Southern R. Co. 258 Inters Com Rep 
413), making detailed findings of fact 
and conclusions based thereon, all of 
which are substantially in accord with 
the examiner’s report and recommen- 
dations. 

The material facts as found by the 
Commission and set forth in its report, 
are not disputed by the parties in the 
present proceeding and are as follows: 
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On May 17, 1942, the complainant, 
a Negro, citizen of the United States, 
left Washington at approximately 
2 p.M. aboard the Southern Railway’s 
Train No. 35, for Atlanta, Georgia, 
traveling as a first class Pullman pas- 
senger. The train consisted of 1 com- 
bination baggage-passenger car, 6 
coaches, 2 Pullman cars, and 1 dining 
car with seats for 36 persons. It car- 
ried approximately 300 passengers, 
about 100 more than the usual number, 
which necessitated the use of 3 extra 
coaches. The Pullman cars were in 
the rear of the dining car, thus mak- 
ing it necessary for Pullman passen- 
gers desiring dining-car service to en- 
ter the diner alongside the kitchen of 
the dining car. From this end the 
tables on the left side of the diner ac- 
commodated 4 persons and those on 
the right side, 2 persons. The diner 
was equipped with curtains which, 
when drawn, separated the two tables 
nearest the kitchen from the other 
tables, these curtains extending, when 
drawn, from the sides of the diner to 
but not across its center aisle, nor 
along the aisle side of either of these 
end tables. 

When the diner was opened about 
5:30 p.m. on May 17, 1942, and as the 
train was proceeding through the state 
of Virginia, a number of passengers 
were waiting to enter. It filled 
promptly. When all tables other than 
the two tables at the kitchen end of 
the car had been occupied, no Negro 
passenger having appeared, white pas- 
sengers were seated at the end tables. 
Some of the passengers who were in 
line when the diner was opened, re- 
mained standing when the car was 
filled. Complainant did not take a po- 
sition in the line but walked past peo- 
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ple who were waiting to be served in 
turn. At least one seat at one of the 
end tables at the kitchen end of the 
diner was empty when complainant 
first demanded service but neither then 
nor later was either of these end tables 
entirely vacant. The diner was filled 
continuously, passengers from the line 
taking seats as soon as others vacated 
them, and from time to time diner 
patrons were served dinner until it be- 
came necessary to decline further serv- 
ice, in order that the car would be 
clear of patrons when the train reached 
Greensboro, North Carolina. Com- 
plainant was tendered and declined 
service in his Pullman car space with- 
out charge therefor in addition to the 
regular dining-car prices. The service 
offered him differed from that fur- 
nished in the dining car only as re- 
spects the place of service. The stew- 
ard did not send for complainant as he 
had promised to do because at no time 
during the meal period was there 
available space in which complainant 
could be served in the diner in a com- 
partment separated from tables that 
were occupied by white passengers. 
Complainant was one of many pas- 
sengers who sought dining-car service 
and who had not been served when 
the car was removed from the train at 
approximately 9 Pp. mM. 


For many years, it was defendant’s 
practice to serve meals to passengers 
of different races at different times. 
Negro passengers, being in the minor- 
ity, were served either before or after 
the white passengers had eaten. The 
increase in passenger traffic in 1941, 
due to defense activities, made neces- 
sary some plan whereby both races 
could be accommodated at the same 
time. It was found that the length of 
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time required for serving white passen- 
gers would extend into the time for the 
next meal, leaving no time in which 
to serve Negro passengers. The in- 
stallation of curtains was designed 
to correct that situation. Since the 
time of complainant’s journey, de- 
fendant’s dining cars have been 
equipped with 4-seat tables on both 
sides, thereby increasing to 48 the 
capacity of the car, and to 8 the num- 
ber of seats at the end tables. 

In July, 1941, defendant issued to 
its passenger department employees 
a circular of instructions concerning 
accommodations for passengers of dif- 
ferent races, which contains the fol- 
lowing : 


“Dining-car Regulations 


“Meals should be served to passen- 
gers of different races at separate 
times. If passengers of one race de- 
sire meals while passengers of a dif- 
ferent race are being served in the 
dining car, such meals will be served 
in the room or seat occupied by the 
passenger without extra charge. If 
the dining car is equipped with cur- 
tains so that it can be divided into 
separate compartments, meals may be 
served to passengers of different races 
at the same time in the compartments 
set aside for them.” 

On August 6, 1942, these instruc- 
tions were supplemented as follows: 

“Effective at once please be gov- 
erned by the following with respect 
to the race separation curtains in din- 
ing cars: 

“Before starting each meal pull the 
curtains to service position and place 
a ‘Reserved’ card on each of the two 
tables behind the curtains. 

“These tables are not to be used by 
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white passengers until all other seats 
in the car have been taken. Then if 
no colored passengers present them- 
selves for meals, the curtain should be 
pushed back, cards removed and white 
passengers served at those tables. 

“After the tables are occupied by 
white passengers, then should colored 
passengers present themselves they 
should be advised that they will be 
served just as soon as those compart- 
ments are vacated. 

“ ‘Reserved’ cards are being sup- 
plied you.” 

As passengers enter the dining car 
when it is opened for meal service, it 
is defendant’s practice to seat some of 
them at each waiter’s “station,” or 
group of tables, so that all the waiters 
may be engaged promptly and service 
expedited. If any Negro passengers 
are present, they are seated and served 
at the end tables. Relatively few 
Negro passengers use the dining car, 
and for that reason the end tables are 
not absolutely reserved for their ex- 
clusive use; but white passengers are 
not seated at them until the other 
tables are filled. Then, if no Negro 
passengers present themselves, the end 
tables are used for white passengers. 
If a Negro passenger requests serv- 
ice when both end tables are fully or 
partially occupied by white patrons, 
the practice is to offer him service in 
his Pullman space or at his coach seat, 
using a portable table, without the ex- 
tra charge usually made for that serv- 
ice. When so served, the passenger re- 
ceives the same food and waiter serv- 
ice that is furnished dining-car patrons, 
and the dishes, silverware, and linens 
are those used in the dining car. Negro 
civilians are served in the dining car 
simultaneously with white passengers 


117 


only at the end tables. White and 
Negro soldiers are served together, 
without distinction. 

On these facts the Commission made 
three ultimate findings: (1) That de- 
fendant’s treatment of complainant 
with respect to dining-car service sub- 
jected him to undue and unreasonable 
prejudice and disadvantage in viola- 
tion of § 3 of the Interstate Commerce 
Act; but that (2) the defendant’s din- 
ing-car rules and regulations in effect 
at the time in question, when con- 
sidered with defendant’s supplemen- 
tary rules and regulations issued on 
August 6, 1942, are adequate, and 
therefore no order in respect to these 
rules was necessary for the future; 
and (3) that complainant had sus- 
tained no compensable damage as a 
result of the disadvantage caused him 
by defendant. Accordingly, the Com- 
mission issued its order on May 13, 
1944, dismissing the complaint. 
Thereafter, complainant petitioned for 
a hearing before the full Commission, 
but this was denied by order entered 
September 18, 1944, and on January 
26, 1945, the present proceeding was 
instituted. In the complaint it is al- 
leged that the treatment given the 
complainant with respect to dining-car 
service violated (1) § 3(1) of the 
Interstate Commerce Act, 49 USCA 
§ 3 (1); (2) the national transporta- 
tion policy as defined in that act, 49 
USCA note preceding § 1; and (3) 
the Civil Rights Act, 8 USCA §§ 41, 
43, enforcing § 1 of the Fourteenth 
Amendment of the Constitution of the 
United States. 

[1] The specific form of injunctive 
relief sought is that the Commission 
order the Southern Railway Company 
to cease and desist from the form of 
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treatment with respect to dining-car 
service given the complainant, and to 
establish and enforce in the future, for 
the benefit of complainant and other 
Negro passengers, dining-car facilities 
and services unconditionally identical 
with those established and enforced 
for white passengers, including the 
discontinuance of the railway compa- 
ny’s present practice of using curtains 
around dining-car tables provided for 
Negro passengers. The complainant 
concedes that the Commission’s de- 
nial of damages is not reviewable by 
this court. See Standard Oil Co. v. 
United States (1931) 283 US 235, 75 
L ed 999, 51 S Ct 429; George Alli- 
son & Co. v. United States (1935) 
296 US 546, 80 L ed 387, 56 S Ct 
175; Ashland Coal & Ice Co. v. United 
States (1945) 61 F Supp 708, af- 
firmed per curiam (1945) 325 US 
840, 89 L ed —, 65 S Ct 1573. 


For a proper understanding of what 
the Commission decided, apart from 
the matter of damages, we quote the 
following from its opinion (258 Inters 
Com Rep 413, at pages 418, 419): 


“The Interstate Commerce Act 
neither requires nor prohibits segre- 
gation of the races. The regulations 
of a carrier requiring separation of 
white and Negro passengers have been 
held not unlawful when applied to 
interstate passengers. See Chiles v. 
Chesapeake & O. R. Co. (1910) 218 
US 71, 54 L ed 936, 30 S Ct 667, 20 
Ann Cas 980, and cases therein cited. 
Section 3 (1) of the act [49 USCA 
§ 3 (1)], provides that it shall be un- 
lawful for any common carrier subject 
thereto to make, give, or cause any 
undue or unreasonable preference or 
advantage to any particular person in 
any respect whatsoever; or to subject 


any particular person to any undue or 
unreasonable prejudice or disadvan- 
tage in any respect whatsoever. In 
Mitchell v. United States (1941) 313 
US 80, 97, 85 L ed 1201, 61S ¢ 
873, the court said that while the 
supply of particular facilities may be 
conditioned upon there being a reason- 
able demand therefor, if facilities are 
provided, substantial equality of treat- 
ment of persons traveling under like 
conditions cannot be refused. Thus 
it is seen that substantial equality of 
treatment only is required of the car- 
rier. 

“Tt is clear that complainant re- 
turned to his seat after his various ap- 
pearances in the dining car with the 
distinct impression or understanding 
conveyed to him by the steward that in 
a short time space would be available 
for serving him in the dining car and 
that he would be notified. The stew- 
ard could have consummated his un- 
derstanding with complainant by not 
allowing additional white passengers 
to be seated at the end tables. If that 
procedure had been followed, an end 
table would have been entirely vacated 
as soon as the white passengers, ini- 
tially seated there, had completed their 
meals. As above indicated, complain- 
ant stresses the failure to seat him at 
an end table and to notify him as 
promised. In our opinion, the circum- 
stances afford sufficient basis for a 
finding in favor of complainant. 

“As far as the record is concerned, 
the occurrence complained of was but 
a casual incident, brought about by bad 
judgment of an employee of the de- 
fendant who had an overload of work 
to be done in a limited space and short 
time. The difficulties encountered 
were, no doubt, due to a large extent 
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to the overcrowding of the train, re- 
sulting from wartime conditions. The 
record does not disclose that the de- 
fendant’s general practice, as evidenced 
by its present instructions, will result 
in any substantial inequality of treat- 
ment as between Negro and other pas- 
sengers seeking dining-car service. 

“We find that complainant was sub- 
jected to undue and unreasonable 
prejudice and disadvantage in the re- 
spect already stated. As defendant’s 
present instructions to its employees 
seem adequate, the entry of an order 
for the future in this respect would 
serve no useful purpose.” 

The questions presented for our 
determination in this proceeding are 
basically two, as evidenced by com- 
plainant’s contentions, and. may be 
summarized as follows: (1) Is any 
form of racial segregation of inter- 
state passengers in dining cars a pref- 
erence, prejudice or discrimination in 
and of itself in violation of the Civil 
Rights Act, or the Interstate Com- 
merce Act, or both; and (2) even if 
a certain degree of such segregation 
be valid, are the present rules and reg- 
ulations of defendant respecting its 
dining-car service nevertheless invalid 
because they do not provide substan- 
tial equality of treatment in that (a) 
curtained tables are required for 
Negroes and not for whites; and (b) 
service at such tables may be refused 
even though there be empty seats at 
such tables? 

The position of the Interstate Com- 
merce Commission is that (1) al 
though it has found that in the par- 
ticular instance complainant had been 
subjected to undue and unreasonable 
prejudice and disadvantage, it further 
found that such was the result of a 
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casual incident and not of the rail- 
road’s general practice, and therefore 
the entry of an order for the future 
would serve no useful purpose, and 
the decision of the Commission in this 
respect being founded upon a rational 
basis, should not be disturbed; and 
(2) to order the Commission to re- 
quire the railroad to do more would 
be, in effect, to order that segregation 
cease, whereas neither the Commis- 
sion nor this court has jurisdiction 
in the present proceeding to deter- 
mine whether or not segregation in 
and of itself is a discrimination for- 
bidden by the Constitution, the Inter- 
state Commerce Act, or any other 
Federal statute. 

The Southern Railway, as inter- 
vening defendant, contends that the 
finding that its existing rules are ade- 
quate, is a determination of fact with- 
in the exclusive jurisdiction of the 
Commission, and therefore may not be 
upset by this court. 

The government has not seen fit 
to be represented separately and to 
take part in any phase of this litiga- 
tion from its inception, as it has the 
statutory right to do. This, however, 
does not foreclose the intervening de- 
fendant, the Southern Railway, from 
challenging the action of the Commis- 
sion. Interstate Commerce Commis- 
sion v. Oregon-Washington R. & 
Nav. Co. (1933) 288 US 14, 77 L ed 
588, 53 S Ct 266. 

At the outset we must determine 
whether there is any merit in the juris- 
dictional question raised by the Com- 
mission, namely, that this court may 
not alter the Commission’s finding of 
equality of treatment since that is a 
determination of fact exclusively with- 
in the jurisdiction of the Commission. 
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[2, 3] The Commission’s position, 
it will be seen, is tantamount to saying 
that in a case of this kind judicial re- 
view of the Commission’s action is 
completely foreclosed, even as respects 
the question of whether it may have 
exceeded its statutory or constitutional 
authority in entering a particular or- 
der. We do not understand that such 
is the law. The Supreme Court said 
in Rochester Teleph. Corp. v. United 
States (1939) 307 US 125, 139, 83 
L ed 1147, 28 PUR(NS) 78, 87, 59 
S Ct 754, that two specific doctrines 
limiting judicial review of orders of 
the Interstate Commerce Commission 
have been evolved. “One is the pri- 
mary jurisdiction doctrine, firmly es- 
tablished in Texas & P. R. Co. v. Abi- 
lene Cotton Oil Co. (1907) 204 US 
426, 51 L ed 553, 27 S Ct 350, 9 Ann 
Cas 1075. Thereby matters which 
call for technical knowledge pertain- 
ing to transportation must first be 
passed upon by the Interstate Com- 
merce Commission before a court can 
be invoked. The other is the doctrine 
of administrative finality. Even when 
resort to courts can be had to review 
a Commission’s order, the range of is- 
sues open to review is narrow. Only 
questions affecting constitutional pow- 
er, statutory authority and the basic 
prerequisites of proof can be raised. 
If these legal tests are satisfied, the 
Commission’s order becomes incon- 
testable. Interstate Commerce Com- 
mission v. Illinois C. R. Co. (1910) 
215 US 452, 470, 54 L ed 280, 30 S 
Ct 155, 160; Interstate Commerce 
Commission v. Union P. R. Co. 
(1912) 222 US 541, 56 L ed 308, 32 
S Ct 108.” (Italics inserted.) 

The complainant is directly assert- 
ing in this proceeding that to allow the 
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Commission’s order here under re- 
view to stand, would be tantamount to 
approving a rule or practice on the 
part of the Southern Railway that is 
violative of complainant’s constitu- 
tional rights and not within the stat- 
utory power of the Interstate Com- 
merce Commission to approve, so 
we are called upon not merely to re- 
view the correctness of a factual situ- 
ation upon which the Commission has 
ruled, in a field exclusively within its 
province—as for example, one involv- 
ing rates or other charges by an inter- 
state carrier—but to rule upon ques- 
tions, the determination of which has 
not been, and cannot be exclusively 
delegated to any administrative body, 
but must remain subject to judicial 
review. The fact that the Commis- 
sion’s order is negative in form, i. e., 
that it dismissed the complaint, makes 
no difference, Rochester Telephone 
Corp. v.. United States, supra; Mit- 
chell v. United States, supra. 

We turn then to a consideration of 
the first of complainant’s two basic 
contentions, namely, that any form of 
racial segregation of interstate pas- 
sengers in dining cars should be de- 
clared to be, in and of itself, a form 
of discrimination forbidden by the 
Federal Constitution and the Inter- 
state Commerce Act. 

[4-7] We must at the very outset 
recognize the distinction between seg- 
regation and equality of treatment. 
The Equal Rights Clause of the Con- 
stitution, Art IV, § 2, does not import 
that a citizen of one state carries with 
him into another state any fundamen- 
tal privileges or immunities which 
come to him necessarily by the mere 
fact of his citizenship in the state first 
mentioned, but simply that in any state, 
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every citizen of every other state shall 
have the privileges and immunities 
which the citizens of that state enjoy. 
In short, this provision merely pre- 
vents a state from discriminating 
against citizens of other states in fa- 
vor of its own citizens. Downham v. 
Alexandria Council (1870) 10 Wall 
173, 19 L ed 929; Chambers v. Balti- 
more & O. R. Co. (1907) 207 US 
142, 52 L ed 143, 28 S Ct 34; La 
Tourette v. McMaster (1919) 248 
US 465, 63 L ed 362, 39 S Ct 160; 
Chalker v. Birmingham & N. W. R. 
Co. (1919) 249 US 522, 63 L ed 
748, 39 S Ct 366; Shaffer v. Carter 
(1920) 252 US 37, 64 L ed 445, 40 
S Ct 221; United States v. Wheeler 
(1920) 254 US 281, 65 Led 270, 41S 
Ct 133; Douglas v. New York, N. H. & 
H. R. Co. (1929) 279 US 377, 73 
L ed 747, 49 S Ct 355; Whitfield v. 
Ohio (1936) 297 US 431, 80 L ed 


778, 56 S Ct 532; Hague v. C. I. O. 
(1939) 307 US 496, 83 L ed 1423, 59 
S Ct 954. Similarly, the Fourteenth 
Amendment created no rights in citi- 
zens of the United States, but merely 
secured existing rights against state 


abridgement. The Slaughter House 
Cases (1873) 16 Wall 36, 21 L ed 
394. And it has been repeatedly de- 
clared by the Supreme Court that race 
segregation by state law is not per se 
an abridgement of any constitutional 
right secured to the citizen. See Ples- 
sy v. Ferguson (1896) 163 US 537, 
41 L ed 256, 16 S Ct 1138; McCabe 
v. Atchison T. & S. F. R. Co. (1914) 
235 US 151, 59 L ed 169, 35 S Ct 
69; Missouri ex rel. Gaines v. Canada, 
(1939) 305 US 337, 83 L ed 208, 59 
S Ct 232. By virtue of the Commerce 
Clause of the Constitution, Congress 
might legislate specifically with respect 
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to segregation in interstate travel, but 
Congress has not done so. However, 
§ 3, par. 1 of the Interstate Commerce 
Act makes it unulawful to subject any 
person in interstate commerce to any 
undue or unreasonable prejudice or 
disadvantage in any respect whatso- 
ever, and this prohibition clearly em- 
braces the matter of dinning-car facili- 
ties, just as seating, sleeping, or any 
other facilities in interstate commerce. 
Stamps v. Chicago, R. I. & P. R. Co. 
(1942) 253 Inters Com Rep 557; Le- 
Flore & Crishon v. Gulf, M. & O. R. 
Co. (1945) 262 Inters Com Rep 403; 
Barnett v. Texas & P. R. Co. (1945) 
263 Inters Com Rep 171. Further- 
more, the right to a particular accom- 
modation or facility does not depend 
upon the volume of traffic, because al- 
though the supply of particular accom- 
modations or facilities may be condi- 
tioned upon there being a reasonable 
demand therefor, if such accommoda- 
tions or facilities are in fact provided, 
substantial equality of treatment of 
persons traveling under like conditions 
cannot lawfully be withheld. Mitchell 
v. United States, supra. Thus, while 
inaction of Congress as respects seg- 
regation in interstate travel is equiva- 
lent to a declaration that interstate 
carriers can separate Negro and white 
passengers, they may do so only if 
they afford substantial equality of 
treatment to members of both races 
when traveling under like conditions. 
Hall v. DeCuir (1878) 95 US 485, 24 
L ed 547; Louisville, N. O. & T. R. 
Co. v. Mississippi (1890) 133 US 
587, 33 L ed 784, 10 S Ct 348; Plessy 
v. Ferguson, supra; Chesapeake & O. 
R. Co. v. Kentucky (1900) 179 US 
388, 45 L ed 244, 21 S Ct 101; Chiles 
v. Chesapeake & O. R. Co. supra; Me- 
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Cabe v. Atchison T. & S. F. R. Co. 
supra. Therefore, although the su- 
preme court of appeals of Virginia has 
held, since the Commission decided 
the present case, in Morgan v. Com- 
monwealth (1945) 184 Va 24, 34 SE 
2d 491, that the Virginia segregation 
laws with respect to public motor car- 
riers, which are kindred to that state’s 
segregation laws with respect to rail 
carriers—all of which laws were in 
effect at the time the discrimination 
against the present complainant is al- 
leged to have occurred—apply to in- 
terstate as well as intrastate passen- 
gers, it is not necessary to approach 
the present case from this aspect, be- 
cause, as we have said, the real ques- 
tion before us is not one of segrega- 
tion, but of equality of treatment. 
Furthermore, the Commission in its 
opinion does not rely upon state stat- 
utes or decisions; and likewise, the 


railway company does not rely upon 
them. As a matter of fact, the Vir- 
ginia statute could not be successfully 
relied upon in the present case because 
it does not, at least in terms, purport 


to embrace dining-car service. Vir- 
ginia Code 1942 (Michie) §§ 3962, 
3963. These sections read: 

“Section 3962. Separate cars for 
white and colored passengers.—All 
persons, natural or artificial, who are 
now, or may hereafter be, engaged in 
running or operating any railroad in 
this state by steam for the transporta- 
tion of passengers are hereby required 
to furnish separate cars or coaches for 
the travel or transportation of the 
white and colored passengers on their 
respective lines of railroad. Each 
compartment of a coach divided by a 
good and substantial partition, with a 
door therein, shall be deemed a sepa- 
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rate coach within the meaning of this 
section, and each separate coach or 
compartment shall bear in some con- 
spicuous place appropriate words in 
plain letters, indicating the race for 
which it is set apart.” 

“Section 3963. Company to make 
no discrimination in quality of accom- 
modations for white and colored pas- 
sengers.—No difference or discrim- 
ination shall be made in the quality, 
convenience, or accommodation in the 
cars or coaches or partitions set apart 
for white and colored passengers un- 
der the preceding section.” 

Note the above provisions, even if 
they could be said to embrace dining 
cars, have not been satisfied in the 
present case because nothing short of 
race segregation in separate cars, or 
in compartments “divided by a good 
and substantial partition, with a door 
therein,” would satisfy those provi- 
sions. 

It therefore being clear that racial 
segregation of interstate passengers is 
not per se forbidden by the Constitu- 
tion, the Interstate Commerce Act, or 
any other act of Congress, we turn to 
a consideration of complainant’s sec- 
ond contention, which is that, even 
though it be held that the defendant 
carrier may lawfully segregate com- 
plainant because of his race while af- 
fording him dining-car facilities, the 
segregation actually still permitted by 
the defendant railroad’s present regu- 
lations which the Commission has ap- 
proved is unlawful, because not afford- 
ing him treatment substantially equal 
to that afforded white passengers un- 
der like conditions. 

This contention brings us at once 
face to face with the necessity of pass- 
ing upon the validity of the dining-car 
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regulations of the Southern Railway, 
in effect at the time in question, be- 
cause although these regulations have 
not been promulgated by the Interstate 
Commerce Commission, they have 
been directly approved by it, as a re- 
sult of its decision and order which is 
the basis of the present complaint. 
Therefore, they are to be treated, for 
the purposes of this case, as in effect 
the Commission’s rules. This is ob- 
viously true for the further reason 
that the present complainant is con- 
tending that the Commission erred in 
not requiring the Southern Railway to 
cease and desist from applying these 
rules; or more specifically, that the 
Southern Railway should be required 
henceforth to abstain from adopting 
any rule or regulation with respect to 
its dining-car service that imposes—as 
it is claimed the present rules do— 
upon Negro passengers, restrictions 
not imposed upon white passengers, 
under like conditions. Complainant’s 
right to complain does not depend up- 
on whether he intends to make a sim- 
ilar journey in the future. Mitchell 
v. United States, supra. 

These dining-car regulations have 
been quoted in an earlier part of this 
opinion in their entirety. It is to be 
nated that what the present complain- 
ant is really seeking is that he shall be 
given an absolute right to—a guaranty 
of—the same service in every respect 
accorded to white passengers under 
like conditions. The defendant’s din- 
ing-car regulations in effect on May 
17, 1942, that is, at the time of the 
alleged discrimination against the 
complainant, contained only a very 
general provision with respect to serv- 
ice of meals in dining cars at one and 
the same time to Negro and white pas- 


123 


sengers. They merely provided that 
“if the dining car is equipped with 
curtains so that it can be divided into 
separate compartments, meals may be 
served to passengers of different races 
at the same time in the compartments 
set aside for them.” 

[8] As we have seen, applying his 
own interpretation to this rule, the 
dining-car steward allowed white pas- 
sengers to occupy the end seats allotted 
to colored passengers before the com- 
plainant appeared and applied for din- 
er service; and that, since the train 
was crowded with white passengers, 
he, the steward, continued to allow 
additional white passengers to be seat- 
ed and served at these end tables, with 
the result that there never was a time 
during the hours when the dining car 
was open to passengers, that meals 
could be served therein to the com- 
plainant or to any other Negro pas- 


sengers, at any table at which there 
were not one or more white passen- 


gers. This, as we have seen, the Com- 
mission found resulted in an unjust, 
undue, and unreasonable prejudice 
and disadvantage to complainant in 
violation of § 3(1) of the Interstate 
Commerce Act. It is our opinion that 
this conclusion was correct. How- 
ever, the Commission further found 
that the supplementary dining-car reg- 
ulations put into effect by the defend- 
ant carrier on August 6, 1942, ade- 
quately provided against the recur- 
rence of such prejudice and disadvan- 
tage as respects complainant or any 
other possible Negro passengers on 
defendant’s lines, and therefore, the 
Commission deemed the entry of an 
order for the future would serve no 
useful purpose. We are thus called 
upon to determine whether or not this 
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interpretation by the Commission of 
the carrier’s rules now in effect is cor- 
rect ; that is to say, we must determine 
whether they do, in fact, afford sub- 
stantial equality of treatment to both 
Negro and white passengers with re- 
spect to dining-car service. 

We requote the pertinent parts of 
these supplementary instructions as 
follows : 

“Before starting each meal pull the 
curtains to service position and place 
a ‘Reserve’ card on each of the two 
tables behind the curtains. 

“These tables are not to be used by 
white passengers until all other seats 
in the car have been taken. Then if 
no colored passengers present them- 
selves for meals, the curtain should be 
pushed back, cards removed, and 
white passengers served at those 
tables. After the tables are occupied 
by white passengers, then should 
colored passengers present themselves, 
they should be advised that they will 
be served just as soon as those com- 
partments are vacated.” 

It is to be noted that the above in- 
structions do not in fact require the 
setting aside of the two tables referred 
to exclusively for Negro passengers, 
but merely say that they “are not to 
be used by white passengers until all 
other seats in the car have been taken. 
Then if no colored passengers present 
themselves for meals, the curtain 
should be pushed back, cards removed 
and white passengers served at those 
tables.”” Obviously, the word “then” 
refers to any time during which meals 
are being served when there happen to 
be more white passengers applying 
for meals than can be accommodated 
at other than the reserved tables. At 
least if it does not mean this, it gives 


no indication to the steward as to how 
long he should wait before assuming 
that no Negro passengers will present 
themselves. Nothing is contained in 
the regulations requiring the steward 
to take steps to ascertain whether 
there be any such persons on the 
train. Furthermore, the regulations 
do not take into account the probabil- 
ity that a Negro passenger may not 
desire a meal as soon as he boards the 
train and the dining car opens, or that 
he may board the train at an interme- 
diate point after the dining-car serv- 
ice has been begun and may desire at 
that time or later to be served in the 
dining car. In none of these con- 
tingencies do the regulations offer any 
assurance that the Negro passenger 
will have a reasonable chance to be 
served in the dining car before his 
journey ends. 

Therefore, we believe that the 
Commission erred in holding that the 
defendant’s general practice as ev- 
idenced by its current instructions, 
will result in no substantial inequal- 
ity of treatment as between Negro and 
other passengers seeking dining-car 
service. In the case of the white pas- 
senger, he is merely required to wait 
his turn along with all other passen- 
gers, whereas in the case of the Negro 
passenger, he is given a like opportu- 
nity along with other Negro passen- 
gers only in the event that when he pre- 
sents himself at the dining car, none 
of the seats conditionally reserved for 
Negro passengers’ use has been as- 
signed to a white passenger; and if 
it has been so assigned, then, even 
when vacated, it nevertheless remains 
unavailable to him unless and until all 
of the other seats under the same con- 
ditional reservation are not in use by 
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white passengers. It seems obvious 
to us that this arrangement does not 
afford that substantial equality of 
treatment which the equality of all 
citizens in the eye of the law requires. 
None of the methods of segregation 
have been employed which have here- 
tofore been deemed to be within the 
law, such as the service of the races 
under like conditions at different 
times or the setting aside of a sepa- 
rate car or a portion of a car for the 
colored race; and while the great ma- 
jority of the tables are set aside for 
the exclusive use of white passengers, 
none are set aside exclusively for 
Negro passengers. 

We accept the Commission’s con- 
struction of the supplemental regula- 
tion and its finding that the general 
practice thereunder was that no fur- 
ther white passengers could be seated 
at the tables reserved for colored pas- 
sengers after one of the latter applied 
for dining-car service. But neverthe- 
less in our opinion the regulation so 
construed, applied and practiced does 
not constitute substantial equality of 
treatment for white and colored pas- 
sengers. We do not question the au- 
thority of the Commission to approve 
the segregation of white and colored 
passengers by the reservation of par- 
ticular tables for colored passengers; 
nor do we think it unreasonable, in 
view of the recently prevailing ab- 
normal demands on the railroads for 
passenger and dining-car transporta- 
tion services, that white passengers 
should be seated at tables reserved for 
colored passengers when there are no 
colored passengers applying for serv- 
ice. But if white passengers are thus 
seated at the tables reserved for col- 
ored passengers, then equality of treat- 


ment requires that a colored passenger 
subsequently applying for service 
should be seated at any available va- 
cant seat in the dining car, either in 
the compartment reserved for colored 
passengers or, if none there, elsewhere 
in the dining car. 

The analogy of the Mitchell Case is 
very close. There, Mr. Chief Justice 
Hughes, in the course of the court’s 
opinion, said (313 US 80, at pp. 96, 
97, 85 L ed 1201, 61 S Ct 873, at p. 
877): “It does not appear that col- 
ored passengers who have bought 
first-class tickets for transportation 
by the carrier are given accommoda- 
tions which are substantially equal to 
those afforded to white passengers. 
The government puts the matter suc- 
cinctly: ‘When a drawing room is 
available, the carrier practice of al- 
lowing colored passengers to use one 
at Pullman seat rates avoids inequal- 
ity as between the accommodations 
specifically assigned to the passenger. 
But when none is available, as on the 
trip which occasioned this litigation, 
the discrimination and inequality of 
accommodation become self-evident. 
It is no answer to say that the colored 
passengers, if sufficiently diligent and 
forehanded, can make their reserva- 
tions so far in advance as to be as- 
sured of first-class accommodations. 
So long as white passengers can se- 
cure first-class reservations on the day 
of travel and the colored passengers 
cannot, the latter are subjected to in- 
equality and discrimination because of 
their race.’ 


“While the supply of particular 
facilities may be conditioned upon 
there being a reasonable demand there- 
for, if facilities are provided, substan- 
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tial equality of treatment of persons 
traveling under like conditions can- 
not be refused.” 

The alternative offered the Negro 
passenger of being served at his seat 
in the coach or in the Pullman car 
without extra charge does not in our 
view afford service substantially 
equivalent to that furnished in a din- 
ing car. True, some passengers may 
prefer not to patronize a diner, and 
we will assume that the menu is the 
same and the service scarcely, if at all, 
less expeditious when meals are served 
in coaches or Pullman cars. Never- 
theless, the Negro passenger is enti- 
tled to dine with friends if he sees fit 
to do so, and should not be unneces- 
sarily subjected to the inconvenience 
of dining alone under the crowded 
conditions which service, especially in 
a coach or in a sleeper, may entail. 


Here again the analogy to the Mitch- 
ell Case is so close as to compel a like 
conclusion with respect to furnishing 


meals in Pullman cars or in coaches. 

[9] There remains to be considered 
one additional contention of the com- 
plainant, namely, that that part of the 
railroad’s regulations which requires 
tables for Negro passengers in dining 
cars to be curtained also violates the 
rule of substantial equality in that 
such means of separation causes Ne- 
gro passengers humiliation and em- 
barrassment to which white passen- 
gers are not subjected. Without 
minimizing the criticism directed at 
this feature of the service, we point 
out that the principal of segregation 
has been approved by the Supreme 
Court and that the method of carry- 
ing it into execution is for the Com- 
mission to determine. 

For the reasons given herein, the 
order of the Commission dismissing 
the complaint must be set aside and 
the case remanded to the Commission 
for further proceedings in the light of 
the principles outlined herein. 
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Re Samuel A. Smith 


Case 6851 


Re Blue Mountain-Fulton Chain Bus 
Lines, Incorporated 


Case 4453 
February 5, 1946 


PPLICATION for approval of further lease of certificate to sub- 
sidiary operating company; approval denied and applicants 
advised of illegality of existing operation. 


Certificates of convenience and necessity, § 144 — Lease to subsidiary operating 
company — Expired certificate. 
Approval of a further lease of a certificate to a subsidiary of the certificate 
holder should be denied, particularly where the operating authority had 
expired and Commission approval of the lease had not been requested un- 
til after such expiration, the Commission believing that the certificate and 
the operating properties should be owned by one corporation. 


APPEARANCES: Robert E. Morris, 
Utica, Attorney, for Rome & Utica 
Bus Lines, Inc., and Utica-Old Forge 
Bus Line; Achille Perretta, Utica, 
President of Utica-Old Forge and 
Utica-Rome Bus Lines, Inc. 


By the Commission: The hearing 
examiner has summarized the record 
in these cases and it is clear that the 
Utica-Rome Bus Company, Inc. is 
operating under a certificate of public 
convenience and necessity granted by 
this Commission which it does not 
own and under which it has no au- 
thority to operate because the approval 
of the Commission expired on April 
4, 1943, and no application was sub 
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mitted for approval of the lease until 
some two years after the authority 
obtained from this Commission had 
expired. 

The Utica-Old Forge Transporta- 
tion Company owns no equipment. It 
does own a certificate obtained from 
this Commission covering operation 
rights which it does not exercise and 
apparently has no intention of exercis- 
ing The Utica-Rome Bus Company, 
Inc. has equipment which has been 
operated. Why this situation should 
be allowed to continue is not explained 
in the report of the examiner nor in 
a communication dated January 12, 
1946, to the Commission. That com- 
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munication merely says that the com- 
panies wish to continue under the ar- 
rangement which they have and that 
it is believed that the service covered 
by the certificate will increase in the 
future. 

The Commission has allowed this 
situation to continue expecting that 
the companies themselves would elim- 
inate the unnecessary corporate com- 
plication and that the end of the lease 
last authorized, to expire shortly after 
the order was adopted (on April 24, 
1943), would see the end of the pres- 
ent arrangement. This expectation 
has not been realized and the appli- 
cants wish to continue this peculiar 
arrangement for another five years 
with the payment of an annual rental 
of $100 by the subsidiary company 
to the parent company. For this rent- 
al the subsidiary obtains nothing but 
a right to operate. No tangible prop- 
erty is involved and there is apparently 
nothing else which the operating com- 
pany receives in return. It seems that 
it has already paid $1,000 for the use 
of the certificate. 

If one were to capitalize an annual 
rental of $100 at 5 per cent, it would 
appear that by allowing this situation 
to continue the Commission would 
virtually be recognizing that a certifi- 
cate issued by the state without exact- 
ing any payment therefor may be used 


to impose a burden on the public and | 
indirectly to evade the provision of 

statute which prohibits the capitaliza-¥ 

tion of a franchise or a right to operate” 

in excess of the amount actually paid™ 
to the state or to any political subdi-) 

vision thereof as consideration for the” 

granting of such right (§ 62 of the” 
Public Service Law). Technically, it] 
might be claimed that this is not a4 
capitalization of a right but if a¥ 
right is leased and a payment is® 
permitted in excess of a fair re) 
turn on the amount prescribed by 7 
statute as the limiting amount to be} 
recognized, the whole purpose of § 62 ~ 
of the Public Service Law is 4 
evaded. 

It seems, therefore, that it is time © 
that this corporate situation was sim- 7 
plified. The trend for several years © 
has been in this direction and is re-7 
flected in state and national legisla- 
tion. The grant of authority and the § 
operating property should be in the 7 
hands of one corporation and the re- ~ 
lationship which has existed should be | 
terminated. The petition in this case ~ 
should be denied and the companies — 
should be advised that as they are op- | 
erating illegally the Commission will — 
proceed to take legal action unless § 
they proceed promptly to eliminate 7 
the present condition which is not in > 
the public interest. 
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Geared to the driving pace of 


modern production, The Detroit Edison 
Company, ever in close association with in- 
dustry, has helped make southeastern 
Michigan the world’s greatest 


industrial empire. 
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$31,000,000 Program Proposed 
By American Gas & Elec. Co. 


MERICAN GAS AND ELectric CoMPANY will 
spend about $31,000,000 during 1946 for 
construction purposes, This sum is to be divid- 
ed about as follows: $8,000,000 for generating 
facilities, $3,000,000 for transmission facilities, 
$3,000,000 for general facilities, including ex- 
penditures for additional coal reserves and coal 
mining facilities, and $17,000,000 for distribu- 
tion facilities. 

During 1945 approximately 2,000 miles of 
rural lines were completed. During the next 
two years more than 9,500 additional miles of 
such lines are contemplated. About $7,500,000 
has been authorized for this purpose in 1946 
and it is expected that an additional $8,000,000 
— be required to carry out this program in 


Perambulating Power Line 


- een array of electrical distribution 
equipment under actual working condi- 
tions will be demonstrated all over the United 
States during the ensuing year by a specially 
designed truck. Equipped with the latest 
Westinghouse gear for the operation and pro- 
tection of power distribution lines from source 
to customer, the truck will visit most of the 
larger public utilities, municipal, and REA 
power companies in the country during its trip. 

The demonstration is based on the opera- 
tion of a complete representative power line 
actually energized at 2,400 volts. This line, 
simulating some five or ten miles of construc- 
tion is mounted on cross arms and insulators 
against a scenic background stretching for 
over thirty-five feet in length. It is complete 
with disconnect switches, boric acid fuse, auto- 
matic reclosing pole-type breaker, step-voltage 
regulator, completely self protected distribu- 
tion transformer, lightning protective devices, 
primary shunt-connected capacitor, and even 
automatically operated tree branches to cause 
line troubles when wanted. 

During the first year, the truck is expected 
to cover over thirty thousand miles. It will 
be manned by two engineers especially quali- 


“MASTER*LIGHTS” 
® Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 





CARPENTER MFG. CO. 
197 Master-Light Bidg., Boston 45, 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities ; similar information relating to 

government owned utilities ; news concerning products, 

supplies and services offered by manufacturers; also 
notices of changes in personnel. 





© Hospital Emergency Lights. 
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fied to handle and explain the operation of dis- 
tribution equipment. Complete power for the 
demonstration can be taken from any con- 
venient electrical outlet capable of supplying 
60 amperes at 110 volts alternating current. If 
necessary, the nearest pole-line, 110-volt sec- 
ondary could be used. The complete show in- 
cluding both demonstration and inspection re- 
quires approximately two hours. 


San Diego Gas & Electric Has 
$11,900,000 Budget 


AN Disco Gas AND E.Lectric CoMPANy has 

a construction budget for 1946 and 1947 of 
$11,900,000, with $4,525,000 scheduled to be 
spent during 1946. 

Chief among the projected items is a new 
50,000 kw turbo-generator. Many other addi- 
tions and reinforcements will be made in the 
company’s facilities. 

In the years 1946 and 1947 the planned ex- 
penditures are $9,070,000 for the electric de- 
partment, $1,561,000 for the gas department, 
$4,000 for the steam department, $610,000 for 
the general department, and $655,000 for com- 
pletion of projects carried over from 1945. 


New York State Electric & Gas 
Five-year Building Program 


N™ York State Exectric AND Gas Cor- 
PORATION has projected a tentative con- 
struction budget for the five years ending 1950 
of over $37,500,000. This tentative construc- 
tion program envisages new production, trans- 
mission and distribution facilities and further 
improvement and modernization of existing 
facilities. 


American Coach & Body Offers 
New Standard Utility Body 


A STANDARD utility body which can be mount- 
ed on a three-quarter ton cr one-ton chas- 
sis is now available to gas utility companies. 
It is a development of The American Coach & 
Body Campany, of Cleveland, Ohio, and is 
known as the American Gas Meter Installa- 
tion Body, type 4750. 

This unit, of all metal construction and 
weighing 925 Ibs., is 90 in. long and 72 in. 
wide. It can be used for routine meter chang- 
ing, general maintenance, and repair work. 

Side boxes and sliding tray can be equipped 
with meter compartments accommodating 
thirty-one gas meters, or iron gas meters can 
be substituted if desired. Side boxes can be 
equipped with meter compartments which will 

(Continued on page 36) 
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Every doorway gives you an “‘opening’’ for more efficient 
traffic and materials-handling, shipping or warehousing. 
Just install sturdy, dependable KINNEAR Steel Rolling 
Doors. They feature an all-metal door curtain of rugged, 
flexible, interlocking slats. The curtain coils compactly 
overhead, clearing the opening completely, saving wall and 
floor space, and remaining out of reach of damage when 
open. For additional advantages of quick, labor-saving, 
push button control, KINNEAR Motor Operators may be 
added. 


THE KINNEAR 
2060-80 Fields Avenue 
Columbus 16, Ohio 


MANUFACTU 
Offices and Agents 
in All Principal Cities 


Advantages of Kinnear 
Steel Rolling Doors 


Rugged all-steel construction. 
Coiling upward action. 
Effective counterbalance. 


Flexible interlocking steel-slat 
construction. 


Motor operation and remote 
control if desired. 


Individually engineered for 
each opening. ° 


Many others. 


RING COMPANY 


1742 Yosemite Avenue 
San Francisco 24, Calif. 


INNEAHR 


ROLLING DOORS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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hold seven (10-light) and seven (5-light) 
meters. Twelve (5-light) and five (10-light) 
meters can be carried in the sliding tray. 

The lower compartments on both sides are 
equipped with bins for fittings of all sizes, tools 
and .miscellaneous equipment. Provision has 
been made for a locker with individual door 
and lock inside of the upper right hand com- 
partment. Up to 74 ft. meter keys can be car- 
ried inside of compartment with access from 
rear of the body. 


Carolina Pwr. & Lt. Expansion 
To Cost $5,993,866 


Ca Power & LicuHt Company, 
Raleigh, North Carolina, has a 1946 con- 
struction budget of $5,993,866, of which $3,- 
500,000 is to be spent for rural electrification. 

Upon the removal of restrictions on the con- 
struction of lines in the fall of 1945, the .com- 
pany began a new rural electrification program 
which, when completed, will result in an .ex- 
penditure of more than $4,000,000 and in the 
construction of 3,300 miles of tural lines to 
serve more than 15,000 new rural customers. 
It is expected that the company will be able 
to complete at least three-fourths of this pro- 
gram during 1946. 

The construction budget as approved, con- 
taining nearly 90 different items, includes funds 
for high-voltage* transmission lines, substa- 
tions, transformers, substation improvement 
and enlargement, additional equipment for pro- 
tection ‘against lightning, and plant improve- 
ment. Provision was made for the extension 
of electric lines in towns and cities throughout 
the system to add about 5,000 new urban cus- 
tomers. Funds also were approved for the pur- 
chase of new busses, trucks, and automobiles. 


New Thur-Ma-Lox Bulletin 


“|= DamMpNEyY COMPANY OF AMERICA 
announces a new comprehensive bulletin 
from its Thurmolox division, Doylestown, 
Pennsylvania, describing Thur-Ma-Lox heat 
resistant coatings. 

Thur-Ma-Lox coatings are claimed to pro- 
tect metal surfaces in power and process equip- 
ment against temperature damage from sub- 
zero to red-hot. 

Some of the many industries using Thur- 
Ma-Lox high-heat-resistant coatings include 

public utilities, marine power equipment, steel 
7 send railroads, and petroleum refining. 

The Thur-Ma-Lox bulletin, listing the story 
of these coatings, what they do and how they 
are applied, is available through request to de- 
partment T96, The Dampney Company of 
America, Hyde Park (Boston 36), Massachu- 


setts. 


Plans Large Expansion 


Gyenens Cotorapo Power Company plans 


large construction expenditures during 
1946. Improvements in the electric department 
for additional capacity, principally in substa- 
tions and transmission structures, will amount 
to approximately $400,000. 


New Point System for Rating 
Carrying Capacities of Trucks 


A NEW point system for rating the full 
carrying capacities of International 
trucks under all operating conditions has been 
announced by W. C. Schumacher, manager of 
sales, motor truck division, International Har- 
vester Company. This system makes possible 
an accurate calculation of the extra load any 
International may carry where operating con- 
ditions are better than those on which the G. 
V. W. rating has been calculated. 

Five fatigue factors are employed to calcu- 
late the extra load. Each factor is rated sepa- 
rately. The five then are totaled to furnish the 
key to the truck’s performance ability under 
the load, road, grade, and other conditions it 
will encounter. 

The International point rating system was 
developed by S. Colacuori, International sales 
engineer. It has been published as a sales en- 
gineering bulletin and distributed to all Inter- 
national truck branches and dealers. 


G-E Announces Improved Line 
Of Heavy-duty Oil-fuse Cutouts 


NNOUNCEMENT of an improved line of 
heavy-duty oil-fuse cutouts for overcur- 
rent protection of power distribution systems 
in the 2,400-, 4,160-, 4,800-, and 7,200-volt 
classes has been made by the transformer di- 
vision of the General Electric Company. 
General Electric bulletin GEA-732- J is 
available upon request from the General Elec- 
tric Company. 


Wisconsin Public Service Has 


$6,600,000 Construction Budget 
We Pusiic Service Corporation 
has a 1946 construction budget of $6,- 
600,000—the largest in the history of the com- 
pany. It is made up of $2,821,000 for new proj- 
ects and $3,779,000 for the completion of proj- 
ects which were started in 1945. 

New projects include an interconnection with 
Wisconsin Michigan Power Company at Ap- 
pleton consisting of a 132,000 voit transmission 
line and substations connecting Oshkosh and 
Appleton to provide emergency help for both 
cities. 

Electric line extensions to new urban and 
rural customers total $1,200,000 and gas main 
extensions $70,000. 


To Assist Gas Companies 


NEW company, Conversions and Surveys, 
Inc., has been organized to assist those 
gas utilities throughout the country which are 
contemplating a changeover from manufac- 
tured to natural or liquefied petroleum gas. 
Principal offices of the new company are lo- 
cated at 90 Broad street, New York city. 
John H. Warden, president and director, is 
well known in the utility industry, having 
spent 25 years in the business. Before coming 
(Continued on page 38 
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Is LUCKY for Montanans 


For it means they have plenty of dependable elec- 
tric power every day of the year and 24 hours 
each day. 


Why does 13 mean that? 


Because the Montana Power Company has 13 inter- 
connected hydroelectric plants located at strategic 
sites in the western and central portions of the 
state. 


Why Interconnected? 


These plants are interconnected to assure constant 
and adequate power even though one plant tem- 
porarily might be shut down. With a flick of a 
switch, electricity can be sent humming over the 
far-flung grid from any combination of the 13 
plants. 

Because of interconnection, Montanans enjoy 
plenty of dependable power when they want it. 


The Montana Power Company 


Economically-controlled Tax-paying Investor-owned 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 
iving a dependable grip on both con- 
uctors. Also Straight Connectors and 
Tees with same con- 
tact units. 
Bus Bar Clamps for installa- 
tion without drilling bus. Single 


and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type terminals, 
screw type, shrink fit, etc. etc. 


Belicing Stee Fi gh Ce itty 
copper; close dimensions. - 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 
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to Conversions and Surveys, Inc., Mr. Warden 
was associated with Oklahoma Natural Gas 
Company and for many years has taken an ac- 
tive part in the activities of the American Gas 
Association and the Southern Gas Associa- 
tion. 

The company is prepared to handle a com- 
plete changeover job, including preliminary 
planning and engineering, ordering materials, 
and recruiting, training and organizing con- 
version crews to do the actual changeover 
work on the customers’ premises. Mr. Warden 
pointed out that this would relieve local com- 
panies of the necessity for building up special 
organizations for handling such work and re- 
lieve the executive personnel from the tremen- 
dous amount of planning and detail work in- 
volved in such conversions. 


$35,000,000 Program Proposed 
By Commonwealth Edison 


co MONWEALTH Epison Company, Chi- 
cago, has plans calling for construction ex- 
penditures of about $35,000,000 in 1946, prac- 
tically all of which is for plant additions. This 
is almost twice the amount spent for new con- 
struction in 1945. 


Wisconsin Electric Power 
To Expand Facilities 


Sp meet the growing needs of the territory 
served and further to assure reliability of 
service, the Wisconsin Electric Power Com- 
pany, Milwaukee, Wisconsin, has undertaken 
an accelerated program for the expansion and 
improvement of its generating and distribution 
facilities. The program includes substantial re- 
habilitation of existing transmission and dis- 
tribution facilities. 

Chief item in the program is the installation 
of a third unit at the Port Washington power 
plant. This project will add 80,000 kilowatts to 
the generating facilities, increasing the capacity 
of the station to 240,000 kilowatts and the en- 
tire system to 651,500 kilowatts. Cost of the 
addition is estimated at $7,450,000. 


Catalog Binder Provides Both 
Compression and Flat Opening 


HE announcement of a new catalog bind- 

er, named the Tri-Lock, frees buyers of 
loose leaf catalog binders of the necessity of 
choosing between compression and flat open- 
ing. Formerly it was necessary to select a 
binder which held its pages securely under 
compression, but provided no flat reference 
convenience—or a non-compression binder 
equipped with rings, prongs, or telescopic 
posts, which provided no security to its con- 
tents. 

The unique construction of the Tri-Lock 
binder has overcome these handicaps to efficient 
cataloging: The touch of a button changes this 
rugged compression binder (which holds 
sheets so securely that the full binder may be 
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lifted by a single leaf) into a perfect flat ref- 
erence binder. It opens flat and stays open at 
any point without holding. Bleed pages can be 
used to add sales punch as no special provision 
need be made for wide margins—full visibility 
is provided, clear to the binding edge. The 
control button also unlocks the binder for a 
speedy change in contents. 

Tri-Lock is the newest member of the re- 
styled, re-engineered line of Remington Rand 
catalog binders. Special attention has been 
given to the use of standard punchings and 
spacings so that one printing may be served by 
a wide variety of covers to meet functional and 
budget requirements. 

Information regarding this new line of bind- 
ers may be obtained from any Systems Divi- 
sion Office of Remington Rand, Inc., or by 
writing to the Systems & Methods Research 
Department, Remington Rand, Inc., 315 Fourth 
avenue, New York 10, New York. 


$15,000,000 Program Proposed 
By Houston Lighting & Power 


Hovstos LicghtiInc & Power ComMPANy, 
Houston, Texas, has planned a construc- 
tion program requiring an estimated ,expendi- 
ture of approximately $15,000,000. This pro- 
gram will include enlarging present facilities, 
such as transmission lines, distribution circuits 
and substations, and construction of additional 
generating capacity, new stores and warehous- 
ing facilities. 

Potomac Electric Power Plans 

$8,300,000 Expansion 

oTOMAC ELectric Power ComMPpaANy, Wash- 

ington, D. C., anticipates a 1946 construc- 
tion budget of approximately $8,300,000. This 


compares with construction expenditures of 
$3,905,963 in 1945 and $2,809,048 in 1944. 


$9,000,000 Program Planned 
By Cleveland Elec. [llum. 


HE CLEVELAND ELectric ILLUMINATING 
Company has a construction program for 
1946 amounting to approximately $9,000,000. 
Principal projects are a large substation, six 
distribution system substations, and replace- 
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ment and improvements at the Canal Road 
steam plant. 


Jarvis Manufacturing Co. Offers 
Aluminum Ladder 


ARVIS MANUFACTURING CoMPANY of Glen- 

dale, California, has introduced a new 
Amplex engineered aluminum ladder which 
they claim is light enough for a child to carry 
and so durable that it should last a lifetime 
with ordinary use. These ladders weigh less 
than two pounds per foot of height making 
them extremely handy for workmen to move 
from place to place. 

The ladder is stress engineered to carry ex- 
cess loads, so that the greater the load, the 
more rigid the ladder becomes. Steps are built 
for 500 lbs. working load and the entire ladder 
has been tested up to 1,200 pounds weight. 

Other safety factors to further eliminate ac- 
cident hazards, include all rubber matting on 
top step and work shelf. Feet are equipped 
with rubber guards. Steps are made of special 
extruded aluminum with a tread to prevent 
slipping. 


Dampney Company Announces 
Sales Staff Appointments 


HE DAMPNEY COMPANY OF AMERICA, 

Hyde Park (Boston 36), Massachusetts, 
announces the appointment to its sales staff of 
Kenneth E. Greene, assigned to the company’s 
Chicago office, 53 West Jackson boulevard, and 
of William T. Campbell, to the Philadeiphia 
office, located in the Bourse Building. Each is 
particularly well equipped to provide consul- 
tation and service on the use of Apexior and 
Thurmalox protective coatings in the power 
and processing fields. 


Central Hudson Gas & Electric 
Plans Large Program 


A CONSTRUCTION program of between $1,250,- 
000 and $1,750,000 during 1946 is contem- 
plated by Central Hudson Gas & Electric 
Corporation, Poughkeepsie, New York. 
A major part of the program will be directed 
to the extension of new service, the reinforce- 
(Continued on page 42) 
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OCATED on the James River about 
15 miles below Richmond, this first 
50,000 kw. unit of the recently com- 
pleted Chesterfield Power Station is 
the sixth major addition to the gener- 
ating facilities of the Virginia Electric 
and Power Company since 1936. 
During the year 1946 another addi- 
tion is being made to the Reeves Ave- 


die. POWER i 


nue Power Station in Norfolk at a cost 
of three and a quarter’millions of dol- 
lars. Before the end of the year still 
another new power station of 60,000 
kw. capacity will be gotten under 
way in a new location on the system 
yet to be selected at this writing. 
This new station is estimated to cost 


$7,000,000. 


TO KEEP AHEAD OF THE STEADILY INCREASING 
REQUIREMENTS FOR DEPENDABLE ELECTRIC POWER 
FOR INDUSTRIAL AND DOMESTIC USES IN VIRGINIA. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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ment of both transmission and distribution sys- 
tems to provide for expected increases in load, 
and the modernization of protective devices 
and methods. 


Northern States Pwr. to Spend 
$14,340,000 for Construction 


AS pre nn States Power Company has a 
construction budget aggregating ap- 
proximately $14,340,000, including $7,540,000 
for ordinary construction expenditures and 
$6,800,000 for increased generating facilities. 

It is estimated that $8,500,000 will be spent 
in 1946 and that the balance will be carried 
over into 1947. 


Tru-Pak Register and Auditor 
Offered by Egry 


= Ecry Recister COMPANY announces a 
new development in record registers—the 
Elite Tru-Pak—which embodies many distinct 
features and represents a big step forward in 
the perfection of a business system to make 


the writing of records by hand less tedious. It 


Elite Tru-Pak Register 


gives complete control and protection over 
every transaction and increases, without addi- 
tional effort, the number of records clerks are 
able to write in a day. 

Complete protection and control are assured 
by means of the audit copy which is filed auto- 
matically in a locked, tamperproof compart- 
ment within the register. This copy is an exact 
reproduction of the original, and any change 
made in the record is easily and quickly de- 
tected when the audit copies are checked. 

The Elite Tru-Pak is made in several models 
to accommodate all popular size forms, and will 
meet the requirements of virtually every type 
of business where records are written by hand. 

The Egry Company also has developed the 
Elite Auditor which comprises an Egry Elite 
Tru-Pak Register and money till to form an 
integral unit. This system is especially useful 
where cash and credit transactions are involved. 

The cash drawer cannot be opened until a 
record of the transaction has been written, and 
the audit copy filed. The action of turning the 
handle simultaneously opens the cash drawer 
and directs the audit or checking copy into the 
locked compartment within the register. 

Complete information may be obtained by 
writing The Egry Register Company, Dayton 
2, Ohio. 
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$2,860,000 Expansion Planned 
By Rochester Gas & Electric 


OCHESTER GAS AND ELEctRIC CoRPORATION’S 
construction program for the year 1946 
provides for additions and improvements to its 
property at a cost of over $2,860,000, in addi- 
tion to a carryover of uncompleted construction 
from 1945 of $1,930,000. f 

Most important of the major projects are 
the installation of the new high-pressure boiler 
started in 1945, construction of cable lines to 
provide increased service for a number of large 
industrial customers, and the construction of 
100 miles of rural lines. 

Improvement in gas plant facilities is also 
contemplated to take care of anticipated load. 
These latter facilities include an increase in 
daily generating capacity of 2,700,000 cubic 
feet. 


Wood Appointed Manager of 
New N-K Coast Plant 


) gem of Campbell Wood as works 
manager of Nash-Kelvinator Corpora- 
tion’s Pacific coast plant at El Segundo, Cali- 
fornia, was announced recently by R. A. De- 
Vlieg, vice president in charge of manufactur- 
ing. 

Supplementing the company’s facilities in 
Michigan and Wisconsin, the plant is expected 
to be in operation on the assembly of Nash cars 
by late fall. 

Mr. Wood, who has been with Nash-Kel- 
vinator since 1925 in various executive posts, 
until recently was general manager of the cor- 
poration’s wartime aircraft Propeller Divi- 
sion. Prior to World War II, he was director 
of utilities for the Kelvinator Division, with 
offices in New York. Later he was assistant 
to the president in charge of government con- 
tract negotiation in Washington. 


Erecting New Factory 


D“™ Test Corporation of North Bergen, 
New Jersey, manufacturers of fluorescent 
and incandescent lamps and electrical products, 
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Mn. GREELEY 
SAID IT 
LONG AGO... 


It can be said again, this time to Industry, especially. 

Go West! Go West to serve the expanding markets 
of the Pacific Coast and the lands of the Sunset Sea. 

Here in Northern California, destined to be the 
industrial center of the New Pacific World, are to be 
found manifold advantages for new business enterprise. 

Envisioning the future greatness of the fertile 
Golden State, P. G.and E. has been advertising in 
national magazines the opportunities it offers to the 
manufacturer and producer... radiating trade routes, 
multiple transportation means, available factory 
sites, skilled labor, natural resources AND LOW-COST 
ELECTRIC POWER AND FUEL. 

This Company serves today more than 1,000,000 
electric customers and nearly 800,000 users of gas. It 
operates 53 hydro and 13 steam-electric generating 
stations with an aggregate installed capacity of 
2,311,748 h.p. Natural gas also is provided to 
industrial, commercial and domestic customers. If 
Horace Greeley were alive today we think he still 
would say 





PACIFIC GAS AND ELECTRIC COMPANY 
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recently announced that construction of a new 
modern streamlined factory is underway. 

The new building will be ready for occu- 
pancy by July Ist. 


Western Light & Telephone 
Plans $1,400,000 Program 


TE 1946 construction budget of Western 
Light & Telephone Company, Inc., Kansas 
City, Kansas, emg YO expenditures ag- 
gregating approximately $1,400 

Included in this budget is the installation of 
additional electric generating capacity at Lib- 
eral, Kansas; the construction of additional 
electric transmission lines connecting with 
neighboring systems to provide necessary re- 
serves as well as additional capacity ; the re- 
inforcement of the capacity of a portion of the 
existing transmission system ; a substantial ru- 
ral electrification program, and the installation 
of four common battery and automatic dial 
telephone exchanges. 


$2,700,000 Program Planned by 
New Jersey Power & Light 


EW Jersey Power & Licut Company, 
Dover, New Jersey, is planning a con- 
struction program of $2,700,000, of which $1,- 
600,000 is expected to be expended during 1946. 
The program provides for the building of 
additional 33,000 volt transmission lines and 
necessary substations in the northern and cen- 
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4S West 34 Street 


Tough, abrasion resistant, prevents fraying of in- 
sulation at all friction points eliminating arcing 
and burning. Dielectric strength is increased, re- 
ducing current leakage to a minimum! 
%® lighter in weight. Inexpensive. 

Quicker and easier to install. 

interlocks. Made continuous by simple overlap. 


hentieed Tree Wire GUARDS are now satis- 


factorily serving many Public Utility Com- 
panies — Your inquiry for further information 
and test samples is invited. 


MARTIN: M. STEKERT 


New York, N. Y. 
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tral districts of the company, and a new 114, 
000 volt substation in the central district, 
Switchgear will be modernized and improved 
protective equipment will be installed on the 
transmission systems. Other additions include 
the modernization and enlargement of existing 
33,000 volt substations. the construction of a 
district service building, and the purchase of a 
2,000 KV A-33,000 volt portable substation. The 
company also plans to build 150 miles of rural 
lines in 1946, 


REA Loans Approved 


HE RuraAt ELECTRIFICATION ADMINISTRA- 
TION on May 16th announced approval of 
the following loans : 

Central Electric Codperative, Inc., Chiefland, 
Fla., $173,000 for system improvements, acqui- 
sition and rehabilitation of five miles of line 
serving 206 consumers in Cedar Keys, Fla., and 
to finance 82 miles of new rural line. 

Norris Electric Coéperative, Newton, IIl., 
$465,000 for 327 miles of line. 

Illinois Valley Electric Codperative, Inc., 
Princeton, Ill., $160,000 for system improve- 
ments and 100 miles of line. 

Miami-Cass County Rural Electric Member- 
ship Corporation, Peru, Ind., $95,000 for 64 
miles of line. 

Jasper County Rural Electric Membership 
Corporation, Rensselaer, Ind., $235,000 for 186 
miles of line. 

Federated Codperative Power Association, 
Hampton, Iowa, $1,100,000 to finance installa- 
tion of new generating facilities, increasing ca- 
pacity from 7,330 kilowatts to 14, 490 kilowatts. 

Maquoketa Valley Rural Electric Codpera- 
tive, Anamosa, Iowa, $255,000 for 197 miles of 
line. 

Central Electric Federated Soe peng As- 
sociation, Pocahontas, Iowa, $550,000 to finance 
purchase and installation of three 1,600 KW 
diesel generating units. 

Rideta Electric Codperative, Inc., Mount 
Ayr, Iowa, $150,000 for 103 miles of line. 

P. R. & W. Electric Coéperative Association, 
Inc., Wamego, Kans., $238,000 for 170 miles 
of line. 

Jackson County Rural Electric Codéperative 
Corporation, McKee, Ky., $670,000 for system 
improvements and 447 miles of line. 

Hickman-Fulton Counties Rural Electric 
Codperative Corporation, Hickman, Ky., $331,- 
000 to finance system improvements and 219 
miles of line. 

Inter-County Rural Electric Codperative 
Corporation, Danville, Ky., $624,000 for system 
improvements and 428 miles of line. 

Dixie Electric Membership Corporation of 
Baton Rouge, La., $154,000 for system im- 
provements and 96 ‘miles of line. 

Northeast Louisiana Power Codperative, 
Inc., Winnsboro, La., $55,000 for 48 miles of 
line. 

Claiborne Electric Codperative, Inc., Homer, 
La., $470,000 to finance construction of an of- 
fice building and 250 miles of line. 

Denny’s River Electric Codperative, Inc. 
Meddybemps, Maine, $44,000 to complete 

(Continued on page 46) 
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$24,000,000 
eons tRucT! 
FOR FLORIDA! 








e are putting up our dollars to back our belief in the future 
vrowth of Florida. Included in our current $24,000,000 
construction and expansion program are the following:- 





@ Addition of an 18,000 KW gener- 
ator to our plant at Sanford, Fla. 
(will begin operation in 1947). 


@ Construction of sub-stations te 
handle the huge increase in load 
on our state-wide system. 


© Additional lines, improvements, 
and expansion activities, includ- 
ing expansion of company radio 
network from 4 to 9 transmitters. 


e Erection of 42,000 KW generating 
plant at Riviera, Fla. (will begin 
operation this year). 


e Erection of 18,000 KW generating 
plant at Sarasota, Fla. (placed in 
operation in May, 1946). 


e Erection of 42,000 KW generating 
plant on lower east coast of Flor- 
ida (now in the planning stage). 


FLORIDA POWER & LIGHT COMPANY 


HELPING BUILD FLORIDA 
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previously approved construction and for 13 
miles of line. 

Presque Isle County Electric Codperative 
Association, Onaway, Mich., $40,000 for 20 
miles of short extensions of existing lines. 

Northwest Missouri Electric Codperative, 
Savannah, Mo., $270,000 for system improve- 
ments, to complete previously approved con- 
struction and to construct 172 miles of line. 

Nodaway Worth Electric Codperative, Inc., 
Maryville, Mo., $220,000 for 173 miles of line. 

Missoula Electric Codperative, Inc., Mis- 
soula, Mont., $180,000 for 125 miles of line. 

Mid-Yellowstone Electric Codperative, Inc., 
Hysham, Mont., $20,000 to complete previous- 
ly approved construction and construct 12 miles 
of line. 

Beartooth Electric Codperative, Inc., Red 
Lodge, Mont., $140,000 for system improve- 
ments, to complete previously approved con- 
struction and to construct 92 miles of line. 

York County Public Power District, York, 
Neb., $361,000 for system improvements and 
226 miles of line. 

Wayne County Rural Public Power District, 
Wayne, Neb., $187,000 for 143 miles of line. 

Steuben Rural Electric Codperative, Inc., 
Bath, N. Y., $50,000 for 45 miles of line. 

Piedmont Electric Membership Corporation, 
Hillsboro, N. C., $92,000 to complete previ- 
ously approved construction and construct 45 
miles of line. 

Cass County Electric Codperative, Inc., 
Kindred, N. D., $400,000 for 278 miles of line. 

Washington Electric Codperative, Inc., 
Marietta, Ohio, $40,000 for 25 miles of line. 

Douglas County Electric Codperative, Inc., 
Roseburg, Ore., $90,000 to convert 30 miles of 
distribution line to 33 KV transmission line. 

Northwestern Rural Electric Codperative 
Association, Inc., Cambridge Springs, Pa., 
$125,000 for 92 miles of line. 

Central Rural Electric Codperative Associ- 
ation, Inc., Clearfield, Pa., $32,000 for 25 miles 
of line. 

Lynches River Electric Codperative, Inc., 
Pageland, S. C., $50,000 for 40 miles of line. 

Horry Electric Coéperative, Inc., Conway, 
S. C. $240,000 for system improvements to 
complete previously approved construction and 
to construct 108 miles of line. 

Tri-County Electric Membership Corpora- 
tion, Lafayette, Tenn., $82,000 for system im- 
provements and 43 miles of line. 

Appalachian Electric Codperative, Jefferson 
City, Tenn. $350,000 for 269 miles of line. 

Forked Deer Electric Codperative, Inc., 
Halls, Tenn., $275,000 for system improve- 
ments and 147 miles of line. 

Wood County Electric Codperative, Inc., 
Quitman, Tex., $100,000 for 95 miles of line. 

Lamb County Electric Codperative, Inc., 
Littlefield, Tex., $100,000 for 91 miles of line. 

Stamford Electric Codperative, Inc., Stam- 
ford, Tex., $200,000 for 198 miles of line. 

Taylor Electric Coéperative, Inc., Merkel, 
Tex., $223,000 for 205 miles of line. 

Swisher County Electric Codperative, Inc., 
Tulia, Tex., $155,000 for 145 miles of line. 

Mid-South Electric Codperative Association, 


Navasota, Tex., $255,000 to complete previ- ' 
ously approved construction, for system im- 
provements and for 193 miles of line. 

Mecklenburg Electric Codperative, Chase 
City, Va., $576,000 for 425 miles of line. 

Columbia County Rural Electric Associ- 
ation, Inc., Dayton, Wash., $330,000 for previ- 
ously approved construction, system improve- 
ments and 260 miles of line. 

Benton Rural Electric Association, Krosser, 
Wash., $350,000 for system improvements and 
238 miles of line. 

Price Electric Codperative, Inc., Phillips, 
Wis., $328,000 to complete previously approved 
construction and for 233 miles of new line. 

The following loans were announced May 20: 

Graham County Electric Codperative, Inc., 
Safford, Ariz., $295,000 for purchase from the 
Arizona General Utilities Co. of 30 miles of 
line, and for construction of 113 miles of new 
distribution line. 

Arkansas Valley Electric Codperative Cor- 
poration, Ozark, Ark., $620,000 for 462 miles 
of line, to complete previously approved con- 
struction, and to purchase and rehabilitate an 
office building. 

JacksoneElectric Membership Corporation, 
Jefferson, Ga., $277,000 for 177 miles of line. 

Glidden Rural Electric Codperative, Glid- 
den, Iowa, $77,000 for system improvements 
and construction of 49 miles of line. 

Natchez Trace Electric Power Association, 
Houston, Miss., $680,000 for 550 miles of line. 

Park Electric Codperative, Inc., Livingston, 
Mont., $65,000 for 36 miles of line. 

Marion Rural Electric Codperative, Inc., of 
Marion, Ohio, $45,000 for construction of 
headquarters building. 

Tennessee Valley Electric Codperative, 
Savannah, Tenn., $567,000 for system improve- 
ments, construction of 376 miles of line and to 
complete previously approved construction. 

Navarro County Electric Codperative, Inc., 
Corsicana, Tex., $50,000 for 8 miles of line and 
to complete previously approved construction. 

Old Capital Electric Refrigeration Member- 
ship Corp., Corydpn, Ind., $12,000 to complete 
construction of refrigerated locker plant. 

Flint Hills Rural Electric Codperative As- 
sociation, Inc., Council Grove, Kan., $265,000, 
for 205 miles of line. ie 

Butler County Rural Public Power District, 
David City, Neb., $255,000, for completion of 
previously approved construction, rehabilita- 
tion of office building and construction of 166 
miles of line. 

Blue Ridge Electric Membership Corp. 
Lenoig, N. C., $50,000 for loans to individual 
members to finance farmstead wiring. 

Surry-Yadkin Electric Membership Corp., 
Dobson, N. C., $50,000, for loans to individual 
members to finance farmstead wiring, plumb- 
ing and purchase of electrical appliances. 

Floyd County Rural Electric Coéperative, 
Inc., Ploydada, Tex., $105,000 for 100 miles of 
line. 

Karnes Electric Codperative, Inc., Karnes 
City, Tex., $260,000 for 250 miles of line. 

Bayfield Electric Codperative, Inc., Iron 
River, Wis., $140,000, for 93 miles of line. 
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assures recovery ‘of fixed charges 
SANGAMO DEMAND INSTRUMENTS 


The increasing dissimilarity of modern loads of commercion cintohniers 
makes it impractical to use averages in establishing a sound: basis 
for recovery of fixed charges. The large proportion of plant ‘investment. : 


in relation to the total cost of service deserves exact determination |: _ 


~ of demand. This can best be done by measurement. Sangamo Lincoln 
Type WD Demand Meters are simple, accurate, and: ‘economical 
instruments for this. purpose. “Sangamo Demand Instruments ore 
available in an. extensive line—designed for your particular, needs. 


SANGAMO 


Ty 


ELECTRIC «({i)) COMPANY 


ECTRIC “vi 
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Hix: interesting and helpful data on the latest B&W central-station 
boiler installations throughout the nation. 
Current boiler designs are presented in detailed drawings, with capacities, 


pressures, temperatures, firing methods, and other pertinent information 





conveniently tabulated. 

Twenty years of boiler and furnace development is traced from the early 
use of partial water-cooling of refractory furnaces to the B&W performance 
standards of today. It includes applications to boilers used for the comparatively 
short transition period when topping became economically desirable and 
boilers were designed to fit in available space in existing buildings. Examples 
show how standardization has been accomplished in the smaller boiler unit 
designs, and indicate a trend to standardization in units of the larger capacities. 


B&W is ready at any time to apply the diversified experience typified in this book- 





let to the solution of your specific steam power problems. In the meantime, 
your copy of “Central-Station Boilers” is waiting for you; 
simply ask for Bulletin G-40. } 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 


‘tation Boiler Installations 


7 BABCOCK 
«WILCOX 


THe S48¢o0 
cx a 
*5 Leger, Ste Wite 


ET, vey YORK ¢ 


©xX Co, 
MY, 


' reement ) 
This page is reserved under the MSA PLAN (Manufacturers Service Ag 





Public Utilities Fortnightly 





BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 





OF BILL ANALYSIS 











LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 
Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 

We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
Chicago Detroit Montreal 
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(Condensed from Certain Sections of Our Annual Report for 1945) 


© HE transition to a peace time economy has made substantial headway. There 
were few temporary war industries in the territory served and industrial 
customers are engaged in types of production which involve a minimum of recon- 
version delay. 


It is noteworthy that metropolitan Columbia is one of the localities in the nation 
selected by economists as having superior prospects of retaining war time growth. 


The trend toward the decentralization of industry and its migration to the South 
is very apparent in the number of small manufacturing establishments which have 
recently located in towns served by this Company. A continued increase is pre- 
dicted as the advantages of excellent highways and rail connections, adequate low 
cost power, good climate, and an abundant supply of native labor are more fully 
recognized. 


A Look at the Territory 


Between the Blue Ridge mountains on its northwestern border and the Atlantic 
Ocean on the southeast, South Carolina has three broad and parallel belts of terrain, 
each bearing its own peculiar characteristics. The level coastal plain with its rich 
alluvial soil and wide navigable streams extends almost a hundred miles inland. It 
boasts a prosperous agriculture, and its abundant forests of virgin pine and hard- 
wood supply a substantial lumber and pulpwood industry. Next is a narrower belt 
consisting of a rolling sand hill country with frequent outcroppings of excellent 
granite. Here navigation is impeded by rapids as rivers cross the “fall line” to the 
lower level of the coastal plain. Available water power influenced the location 
here of some of the nation’s earliest cotton mills followed by other industries in a 
trend which in recent years has shown marked acceleration. Farm and lumber prod- 
ucts are shipped in large quantities from this belt and sand and stone quarrying 
are engaged in extensively. The third or Piedmont belt is, as the name implies, a 
more rolling but fertile clay subsoil country producing important crops and lumber, 
quarry and dairy products. This is the most highly industrialized section of the state. 


It is gratifying to note that the abundance of electric power provided by the con- 
struction of a modern steam-electric generating station at Parr Shoals and the more 
recent Lake Murray hydro-electric development near Columbia has acted as a 
strong stimulus to the progress of central South Carolina. 


The excellent climate, friendly atmosphere, fine schools and colleges, adequate 
transportation, and the demonstrated aptitude of local labor to learn the intricate 
tasks of industry make central South Carolina an attractive section to new citizens 
and industries from throughout the nation. 


SERVING CENTRAL SOUTH CAROLINA 





Principal Office: Columbia 
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3 REASONS WHY 


Public utilities rely on 


Zb-kated dependability 


They’ve found ... as YOU’LL find... 
that when trucks fit the job... 


1 + You get more dependable performance 


9+ You enjoy greater economy 
3+ Your trucks last longer! 


Dodge Job-Rated trucks give you these 
advantages .. . because they’re engineered 
and built to fit your job. Your Job-Rated 


DODGE DIVISION OF 
CHRYSLER CORPORATION 





truck will have an engige that’s “sized” 
for your loads. It will have the right trans- 
mission, clutch and every other unit to 
give YOU better transportation .. . at 
lower cost. Ask owners how well Dodge 
Job-Rated trucks “‘stood up” through four 
years of war—and you'll need no further 
urging to see your Dodge dealer about a 
truck to fit your job! 





DODGE “TRUCKS 
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THIS PLAN 


Has 


“BEGIN at the beginning,” the 
Queen of Hearts told Alice in Won- 
dérland. That’s good advice, we 
think, in the upbuilding of indus- 
trially undeveloped areas. It’s the 
reason for our Georgia Better Home 
Towns Program. Here’s the story. 


Past experience had shown it 
wasn’t enough to cite such induce- 
ments as abundant supplies of work- 
ers, raw materials, water and elec- 
tric power in order to attract new 
industries to Georgia communities. 
Industrial executives wanted more 
than that. They wanted to locate in 
attractive, livable, progressive 
towns where their workers and su- 
pervisory personnel would be con- 
tent to stay. 


Further information about this 
successful community develop- 
ment program will be sent on 
request to the Georgia Better 
Home Towns Division, Geor- 
gia Power Company, Box 
1719, Atlanta 1, Georgia. 


Taken Hold 


Two years ago the Georgia Pow- 
er Company inaugurated the Better 
Home Towns Program to stimulate 
local initiative in community im- 
provement. Basic things were the 
first consideration . . . clean up pri- 
vate and public property. . . paint 
and remodel run-down buildings... 
pave streets . . . extend the water, 
sewage and other facilities for bet- 
ter living ... dress the towns up... 
establish locally financed small in- 
dustries and service establishments. 


Today the number of Georgia 
communities participating in this 
program is over 200. Results are ex- 
ceeding our expectations. And the 
number of new industries coming to 


Georgia towns from outside the state 


is constantly growing. 


Georgia 
Power 
Company 


A CITIZEN WHEREVER WE SERVE 
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Cut Service Costs With 





INTERNATIONAL TRUCK 


EXCHANGE UNITS 


® These and many other International 
Truck Exchange Units are recondi- 
tioned by factory methods so expertly 
that they are practically the same as 
new. 

They cost less, but deliver new unit 
service. 

They save time. The old unit is re- 
moved. The Exchange Unit is installed. 

They are available from Interna- 
tional Branches and International Deal- 
ers everywhere — installed by Interna- 





tional-trained shop mechanics. Ask for 
International Truck Exchange Units. 


Also available from your Inter- 
national Truck Branch or Dealer 


@ Factory-Standard International Parts @ 
Tachometers e@ Battery and Spark Plug 
Cable Sets ¢ Trailer Coupling—Cable Kits 
e@ Seat Covers @ Saf-T-Step e SOS Fire 
Guard e Whiz Automotive Chemicals 
Spot Lights, Fog Lights and Driving Lights 
e Clearance Lights, Flags, Flares, Direc- 
tional Signals and other Safety Devices. 


Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue 


Chicago 1, Illinois 


Listen to “Harvest of Stars’ Every Sunday, 2 p.m. 


INTERNATIONAL 
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Eastern Time! NBC Network 
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A SHORT CUT 
COVERING 
FIFTY YEARS 


AN EXHAUSTIVE 
SURVEY OF 
THE LAW 











CUMULATIVE 





United States Supreme Court 
United States Circuit Courts 
of Appeals 
United States District Courts 

State Courts 
Federal Regulatory 
Commissions 
State Regulatory Commissions 
Insular and Territorial Regu- 
latory Commissions 








WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building, Washington 4, D. C. 


P. U. R. DIGEST 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 


A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


SIMPLE 
ALPHABETICAL 
CLASSIFICATION 
OF SUBJECTS 


A GREAT REVIEW 


A GREAT SERVICE 
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THE HARTFORD ELECTRIC LIGHT COMPANY 
RESIDENCE METERED KILOWATT HOURS PER CUSTOMER 
916 AS 100 PERCENT EQUALS 274 KW.HRS. 












@ Ll o © 
»8 << ter 


7 


- orto . a | 5 > 
Tee sagas eaags ry ey < 


1916 
1930 
1940 














The Hartford Electric Light Company 


Hartford, Conn. 
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FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 
Securities and Exchange Commission 


A Section by Section Treatment 
of the Act, with 
(1) SEC Rules 


(2) Commission and Court de- 
cisions 


(3) Supplemental notes 


OTHER FEATURES: Historical introduc- 
tion, personnel of the Commission, complete 
alphabetical list of subsidiaries of holding 
company systems, rules of practice, compre- 
hensive subject index, annual upkeep pocket 
supplements. Price, $12.00. 





AND TO KEEP YOU MORE CLOSELY INFORMED: 
FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 











Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
All — information clarifying or expounding the Commis- 
sion'’s wo 


Subscription price $25 a quarter, including convenient binder and 
periodical index. 





PUBLIC UTILITIES REPORTS, INC. 
1038 MUNSEY BUILDING 


























WASHINGTON 4, D. C. SE | 
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The Record Proves That 


MERCOID 


Is Your Best Reconversion Stand-by 


* The first conception of Mercoid Controls—nearly a quarter of a century * 
| 4% ago—was based on an objective to create a line of Automatic Controls i 
that would measure up to the important responsibilities to which con- 
trols are subjected. 


































At the very start, there were definite ideas and plans around the use of 
a mercury switch as the nucleus in each Mercoid Control, consequently 
all control mechanism was designed to conform with this objective. The 
reason for the choice of mercury switches is due to the fact that they offer 
a much greater degree of constant reliability and longer control life in 
‘*making’’ and ‘‘breaking’’ an electrical circuit—very essential factors 
in the performance of automatic controls. 


Mercoid has adhered to the 100% Mercury Switch Equipped Control 
construction, because it has met with increasing public approval. The 
approval reached its height during the critical days of winning the war 
when America's leading industrial engineers demanded Mercoid Controls 
in numerous essential war industries and wide spread war fronts. 


Mercoid Controls over the years, have weathered the acid tests of the most 
exacting demands. Their long record of satisfactory control performance 
is the best assurance for your postwar automatic control requirements. 


THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, 


























SE MERCOID “DA” CONTROLS FOR THOSE & 
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SHIPS 


xx*k 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


x*k 


PRESSURE VESSELS 


x*rk 


STEEL, IRON and 
BRASS CASTINGS 


x* * 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


x*rk 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport News, 
VIRGINIA 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to s>rve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » > » 


— 





Tae American Aprpraisat Company 


ORIGINAL COST STUDIES ¢ VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


xi Jord, Bacon & Davis 


&D VALUATIONS Engineers CONSTRUCTION 


RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


ENGINEERS 


SPECIALISTS 
Steam, Eleceic, Geo, Hydro, POWER ENGINEERING SINCE 1906 posting and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 








Operating Betterments, Personnel Relations, 
Inspections and Surveys, Reading = Philadelphia Original Cost Accounting, 


Feed Water Treatment. Washington bd New York Accident .Prevention, 











FREDERIC R. HARRIS, INC. 
Engineers Constructors Management 
Reports . Appraisals Valuations 

NEW YORK 
Knoxville San Francisco Houston 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





consrucion H. A. KULJIAN & COMPANY vatsccon 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








Engineers WILLIAM 8S. LEFFLER = Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Neoroeton, Connecticut 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 





= 





PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4). TLL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganizaton. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
UVitilities—Industrials ” 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 
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8 
. Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
6 
ALBRIGHT & FRIEL, INC. JENSEN, BOWEN & FARRELL 
FRANCIS S. FRIEL Engineers 
Consulting Engineers ° ° 
Water, Sewage ~ industrial Waste —_ Ann Arbor, Michigan 
ir » i . i - Investi - 
‘city Planning, Report, Valuations, “Laterstery” rahe Powe mig aaeoat 
1520 LOCUST STREET PHILADELPHIA 2 ae .. -- ee ~ ye 
BARKER & WHEELER, ENGINEERS LUCAS & LUICK 
DESIGNS AND CONSTRUCTION — OPERATING ENGINEERS 
ae ae ae DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
1) PARK PLACE, NEW YORK CITY INVESTIGATIONS, REPORTS, RATES 
6 OS Ce, em, ©. 231 S. LaSate Sr., Cricaco 
BLACK & VEATCH ROBERT T. REGESTER 
CONSULTING ENGINEERS Consulting Engineer 
Appraisals, investigations and re- 
ports, design and supervision of con- Hyprau.tic Strucrures — UTILITIES 
struction of Public Utility Properties FLoop Contro, — Water Works 
4706 BROADWAY KANSAS CITY, MO. 


Baltimore Life Bldg. Baltimore 1, Md. 
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EARL L. CARTER A. S. SCHULMAN ELEctric Co. 
Consulting Engineer Contractors 
PENNSYLVANIA, Weer WinataY Wutinonay TRANSMISSION LinES—UNDERGROUND Distri- 
Public Utility Valuations, Reports and BUTION — Power STATION — INDUSTRIAL — 
Original Cost Studies. CoMMERCIAL INSTALLATIONS- 
910 Electric Building Indianapolis, Ind. 537 SoutH Dearsorn St. CHiIcaco 
ail 
W. C. 
GOLAN & CAR ANS SLOAN, COOK & LOWE 
ENGINEERS CONSULTING ENGINEERS 
and 120 SOUTH LA SALLE STREET 
FINANCIAL CONSULTANTS CHICAGO 
j Appraisals — Reports 
as 55 Liberty Street New York Operating — Financial — Plant 
JACKSON & MORELAND MANFRED K. TOEPPEN 
ENGINEERS ENGINEER 
- CONSULTATION — INVESTIGATION — REPORTS 
RAMROAD ELECTIVIrIGATION - MARKET AND MANAGEMENT SURVBYS 
OESIGN AND SUPERVISION VALUATION: VALUATION, DEPRECIATION AND RATE 
ECONOMIC AND OPERATING REPORTS Marrans 
BOSTON NEW YORK 261 Broadway New York 7, N. Y. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


Alebeme Com: Kinnear ar ete ring Company, The 
Al Be Feel Ines pory Kuljian, H. & Company, Engineers 


L 


Lefier, William S., Engineers 
5 Loeb and Eames, Engineers 
Lucas & Luick, Engineers 
Babcock & Wilcox Company, A Long Island Lighting Company 


*Baldwin Locomotive orks, 
Barber Gas Bur uM 


Sack 8 Veatch, “Sneteee ' Engineers Me ie ee Engineers 


*Blaw-Knox Division of pe Company ... Mo ng, a ompany, Engineers 


*McCormick & 
c Mercoid 


Miracle Elec 
Carpenter Manufacturing Company Mont 
c . Earl L., Consulti agueer 
Cleveland Trencher Co., 


Wire & Cable 
—r Business Machines Division 
A.S.C. Corporation Inside Front Cover 


° 


Oklahoma Gas and Electric 
Davey Compressor Company ee Back 
“Davey Tree Expert Company, The 


Betrot ‘Edison ‘Com Inc., 7 neers P 
hy Ser. Posie Gas and Electric Company 
‘enn- 


Corp. 
Public ~— Engineeri & Service 
e By RIN hes 


Restore Specialty Company, R 
1 


oe ster Company, é + 
lectric ie Battery empany, e tical C 
Electrical Te cotinn Labevaterion, Inc. 61 | ene ag Te Consu! 


Florida Power & Light Com 
Ford, Bacon & Davis, Inc., 
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holding high 

the standard 
and fighting 
with fortitude 

to defend those 
things we believe 
to be American 


* 





OKLAHOMA GAS AND &) ELECTRIC COMPANY 


COURTEOUS, PERSONAL ATTENTION TO EVERY CUSTOMER 








GEORGE A. DAVIS, President 





























13,000 
AMERICAN COMMUNITIES 


Inadequate sewage treatment is. danger- 
ous to health, detrimental to maturai re- 
sources, and damaging to property values. 
Clean, unpolluted streams are a continuing 
asset helping to attract new industries, pro- 
tect agricuiture, and improve recreation. 
Yet almost 13,000 American communities 
still need new or revamped sewage systems and 
treatment plants. 

Here, then, is tremendous opportunity for 
forward-looking planning by civic leaders, 
municipal engineers, and all others interested 
in regional industrial development. ‘To the 
electric utility, it offers an unequalled chance 
for practical leadership in local. progress. 

To help you take the lead in this field, 





| YOU canu: 
full-col8r motion picture « 
action by community lead: 


General Electric has prepared 
sound motion picture with 1 
leading sanitary engineers and 
thorities. You can show it as 
integrated program for actic 
groups. Backed by a useful 
Modern Sewage ‘Treatment—it 
the groundwork for new electri 
will pay dividends in increase: 
for years to come. 

Your local G-E representa’ 
glad to ¢o-operate with you in | 
tion of this program to your 
engineers and to civic groups i: 
Cheek with him for details of | 
take the lead in this load-buil: 





